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Characteristics of GEM of The Stock Exchange of
Hong Kong Limited (“Stock Exchange”)

SBHMEXRAMERLS ([BXPT]) GEMZ% R

GEM has been positioned as a market designed
to accommodate small and mid-sized companies
to which a higher investment risk may be
attached than other companies listed on the
Stock Exchange. Prospective investors should be
aware of the potential risks of investing in such
companies and should make the decision to invest
only after due and careful consideration.

Given that the companies listed on GEM and
generally small and mid-sized companies, there
is a risk that securities traded on GEM may be
more susceptible to high market volatility than
securities traded on the Main Board of the Stock
Exchange and no assurance is given that there
will be a liquid market in the securities traded on
GEM.

Hong Kong Exchanges and Clearing Limited and
the Stock Exchange take no responsibility for the
contents of this report, make no representation as to
its accuracy or completeness and expressly disclaim
any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any
part of the contents of this report.

This report, for which the directors (“Directors”)
of China Demeter Financial Investments Limited
(“Company”) collectively and individually accept
full responsibility, includes particulars given in
compliance with the Rules Governing the Listing of
Securities on GEM of The Stock Exchange Hong
Kong Limited (“GEM Listing Rules”) for the
purpose of giving information with regard to the
Company.

The Directors, having made all reasonable enquiries,
confirm that to the best of their knowledge and
belief the information contained in this report is
accurate and complete in all material respects and
not misleading or deceptive, and there are no other
matters the omission of which would make any
statement herein or this report misleading.
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Highlights

mE

The Company reported a loss attributable to
owners of the Company of approximately
HK$5,055,000 for the three months ended
31 March 2019 (the “Period”), when
compared to a loss attributable to owners of
the Company amounting to approximately
HK$309,000 in the same period last year.

The revenue of the Group was approximately
HK$24,789,000 for the Period, representing
a increase of approximately HK$12,418,000
when compared to the same period of last
year of HK$12,371,000.

Gross profit for the Period was approximately
HK$12,436,000, compared with gross profit
of approximately HK$3,543,000 in the same

period last year.

The board of Directors (the “Board”) does
not recommend the payment of any interim
dividend for the three months ended 31
March 2019.
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First Quarterly Results (Unaudited)
F—EEEG (REER)

The board (the “Board”) of directors (the B AR E A RAF ([ARAF )
“Directors”) of China Demeter Financial ZEH([EF]) g ([EHFHF]) KR
Investments Limited (the “Company”) presents AN F) S FL I JE A F) (SRR AR
the unaudited condensed consolidated results of £H ) ®E-_F-NF=H=14—
the Company and its subsidiaries (collectively the Hik =M1 2 REFZ GRS
“Group”) for the three months ended 31 March %% #fi[a] — % — )\ 4F JE A ] 2 K £
2019 together with the comparative unaudited FL LB H T - — FEELAAK
figures for the corresponding period in 2018. The  HF% - HELHERTFER LA T
first quarterly results are unaudited, but have been (IEZEEG])FH-

reviewed by the audit committee of the Board
(“Audit Committee”).

Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

BRGECEBREMERNRAE R

For the three months ended 31 March 2019 # % ~ZF —JUF=H =+—H IL={f A
For the three months
ended 31 March
BEZAZ4—R
E=MA
2019 2018
“E0E E-N\E
Notes HK$’000 HK$'000
Mzt BT T
(Restated)
(B E )
(Unaudited) (Unaudited)
(RB%EH) (REBEY)
Revenue KA
Sales of feedstock products S AR 7,234 9217
Alcoholic beverage distribution business TR S 1,137 -
Food and beverage business LS ES 12,047 =
Loan interest income BHA B A 2,279 2,531
Provision of children education services AL ST A s 1,501 -
Provision of financial services {462 RS 591 623
Total revenue FLON 3 24,789 12371
Cost of sales and services B R A (12,353) (8,828)
Gross profit EA 12,436 3,543
Other income, other gains and losses JEfbOA  HAii s B
7 4 3,063 212)
Selling and distribution costs B R A ) (72)
General and administrative expenses — R R ATBLE (21,575) (7,513)
Fair value gain on financial assets through ARG Z SHEEZ
profit or loss N BRI 5 1,622 4,935
Share of loss of a joint venture TEf—MAeEARZ
it (482) (459)
Finance costs B A 6 3 (1)
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income (Cont'd)
SRGOERNREthEBRA R (&)

For the three months ended 31 March 2019 #% ~F— LF=A=1+—HIL=MH

For the three months

ended 31 March
BE=A=A1—H
L=MA
2019 2018
“B 0k ot SR 3
Notes HK$000 HKS 000
it T WHT T
(Restated)
(& EH)
(Unaudited) (Unaudited)
CRE#E)  (REFE)
(Loss) profit before tax FRBE G (4R ) A (4,981) )|
Income tax expense P BB 2 7 (142) (804)
Loss for the period MmEH (5,123) (583)
Other comprehensive income (expense) TR RTTE
for the period: (M%)
Items that may be reclassified subsequently to B2 T iE BT # M £
profit or loss: Har 2 HH
— Exchange differences on translation foreign ~ — R EMANER EA 2
operations [E =% 533 1,229
~ Share of other comprehensive expense of —[E—MAEREL
joint venture b2 TR 42) -
Item that will not be reclassified to HEEENAHEH L
profit or loss: BH:
— Change in fair value of financial assets at —HARME @ﬁ)\:ﬁ\ﬁﬂ
fair value through other comprehensive RE G 2 B
income BEZAREE
#H 19 -
Other comprehensive income W A 2 g
for the period 510 1,229
Total comprehensive (expense) income for W2 (B %) i
the period ek (4,613) 646
Loss for the period attributable to owners of /2 vl ##7 A\ HEAi 11 iy
the Company Ji R (5,055) (309)
Loss for the period attributable to e 4 Tt 5 01
non-controlling interests J& (68) (274)
(5,123) (583)
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income (Cont'd)
SRGOERNREthEBRAE R (&)

For the three months ended 31 March 2019 #ZE_F —JUE=A=+—HIL=MA

For the three months

ended 31 March
BE=A=1—H
=M A
2019 2018
“B 0k ot SR 3
Notes HK$°000 HKS 000
i3 T WHT T
(Restated)
(& EH)
(Unaudited) (Unaudited)
CkE®H)  CkEER)
Total comprehensive (expense) income for DL F A L HEAG BN 2 1
the period attributable to: (P 3 ) Wi 20
— Owners of the Company YNk 2SN (4,594) 509
- Non-controlling interests — RS (19) 137
(4,613) 646
Loss per share 5374 2 8
Basic 23 (041) (0.03)
Dilutive e NA Rl (0.03)
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Notes

Bit 3£
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CORPORATE INFORMATION
During the Period, the Group is principally

engaged in (i) feedstock products business;
(ii) money lending business; (iii) financial
services business; and (iv) securities
investment business; (v) food and beverage
business; (vi) alcoholic beverage distribution
business; and (vii) provision of children

education services.

The registered office of the Company is at
Clarendon House, 2 Church Street, Hamilton
HM 11, Bermuda.

The principal place of business is located
at Unit 1002, 10/F, China Insurance Group
Building, 141 Des Voeux Road Central,
Central, Hong Kong.

The Company’s shares are listed on GEM of
The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”).

China Demeter Financial Investments Limited
First Quarterly Report 2019
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Notes (Cont’d)
Bt x (48)

BASIS OF PREPARATION

These unaudited condensed consolidated
financial statements for the three months
ended 31 March 2019 have been prepared in
accordance with the Hong Kong Accounting
Standard (“HKAS”) issued by the Hong Kong
Institute of Certified Public Accountants (the
“HKICPA”) as well as with the applicable
disclosure requirements of Chapter 18 of
the GEM Listing Rules. These unaudited
condensed consolidated financial statements
should be read in conjunction with the
financial statements of the Group for the year
ended 31 December 2018. The accounting
policies and method of computation used
in the preparation of these unaudited
condensed consolidated financial statements
are consistent with those followed in the
preparation of the financial statements of the
Group for the year ended 31 December 2018.
The financial statements are unaudited but

have been reviewed by Audit Committee.
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Notes (Cont’d)
Bff £ (&)
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BASIS OF PREPARATION (Continued)
HKICPA has issued a number of new and

revised Hong Kong Financial Reporting
Standards (“HKFRSs”). For those which are
effective for accounting periods beginning on
1 January 2019, the adoption has no material
effect on the reported results and the financial
position of the Group for the current or prior
accounting periods. For those which are not
yet effective and have not been early adopted,
the Group is in the process of assessing their
impact on the Group’s results and financial
position. So far, the Group considers that
the adoption of those HKFRSs are unlikely
to have a significant impact on the Group’s

results of operations and financial position.

China Demeter Financial Investments Limited
First Quarterly Report 2019
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Notes (Cont’d)
Bt x (48)

REVENUE 3. KA
Revenue represents the aggregate of the WA FE 1 TR 2l B B A =
net amounts received and receivable from TR A 2 2 R H R
third parties for the period from continuing M R
operations.
For the three months
ended 31 March
REZA=4-0
=M A
2019 2018
ZEhE T VE
HK$'000 HK$'000
T T
(Unaudited) (Unaudited)
CKE®E)  EEE
Sales of feedstock products S B 7,234 9217
Alcoholic beverage distribution business TR O 2 7 1,137 -
Food and beverage business B AR 12,047 -
Loan interest income A ERA 2279 2,531
Provision of children education services AR B A H R 1,501 -
Provision of financial services TRk M
- Commission from securities dealing —BHELHME 476 476
- Placing and underwriting commission —FLE R4 - 80
- Interest income from securities clients ~KAFEEF L
A 55 40
~ Clearing and handing fee income —HERTFEENA 56 25
~ Asset management commission -BEEANE 4 2
24,789 12371
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Notes (Cont’d)

B 5F (&)
4. OTHER INCOME, OTHER GAINS 4.  HABA - Hofl AR KOs
AND LOSSES 2|
For the three months
ended 31 March
BEZAZT—H
E=MWA
2019 2018
ZEnE ZE-NE
HK$000 HK$'000
T BT
(Unaudited) (Unaudited)
(RBEH) (REBEY)
Bank interest income BAMERA 74 5
Gain on bargain purchase 4 519% Mi 1,903 -
Reversal of impairment loss of B 5 T H R I R A
trade receivables - 32
Loss on disposal of a subsidiary & — R A A 2 B8 - (308)
Consultantcy and referral fee income A A B 987 -
Sundry income A 99 59
3,063 (212)
5. FAIR VALUE GAIN ON FINANCIAL 5. FtABRsZSMEREZ
ASSETS THROUGH PROFIT OR 2 FefE AW 4R

LOSS

Fair value gain on financial assets through
profit or loss represents the change in fair
value of the equity securities based on closing

price in an active market.

FTABHGEZ EREEZ AR
158 (B i 55 95 DL IS B T35 2 ik
T o e 2 e AR S5 2
FeAE (5T -

6. FINANCE COSTS 6. WMBHA
For the three months
ended 31 March
BE=R=1-H
E=MWA

2019 2018
% S[R3 ZE
HK$’000 HKS'000
T BT
(Unaudited) (Unaudited)
(RBEH) (REEY)
Interest on bank and other borrowings SRAT B A B SR 2 3 1

1 China Demeter Financial Investments Limited

First Quarterly Report 2019



Notes (Cont’d)

Bff 5% (4&)
7.  INCOME TAX EXPENSE 7. FiRBLHX
For the three months
ended 31 March
BEZAZ4—H
E=fA
2019 2018
“ENE TE—NE
HK$000 HKS$000
BT BT
(Unaudited) (Unaudited)
(RBEH) (REEY)
Current tax: SR -
Hong Kong Profits Tax FRHAH 142 14
The People’s Republic of China e \RALANEL ([ ] )
(the “PRC”) Enterprise Income Tax PERFEH = -
Deferred tax charge EERIEE - 790
Total income tax expense B N ERZ
recognised in profit or loss 5B I S A 142 804
BRENBREBRLT

11

_T-NFERE-ZREERS



Notes (Cont’d)
Bff £ (&)

1

INCOME TAX EXPENSE (Continued)

On 21 March 2018, the Hong Kong
Legislative Council passed The Inland
Revenue (Amendment) (No. 7) Bill 2017 (the
“Bill”) which introduces the two-tiered profits
tax rates regime. The Bill was signed into law
on 28 March 2018 and was gazetted on the
following day. Under the two-tiered profits
tax rates regime, the first HK$2 million of
profits of the qualifying group entity will
be taxed at 8.25%, and profits above HK$2
million will be taxed at 16.5%. The profits
of group entities not qualifying for the two-
tiered profits tax rates regime will continue to
be taxed at a flat rate of 16.5%.

Accordingly, the Hong Kong profits tax is
calculated at 8.25% on the first HK$2 million
of the estimated assessable profits and at
16.5% on the estimated assessable profits
above HK$2 million.

Under the Law of the People’s Republic of
China on Enterprise Income Tax (the “EIT
Law”) and Implementation Regulation of the
EIT Law, the tax rate of the PRC subsidiaries
is 25% for both periods.

Taxation arising in other jurisdictions is
calculated at the rates prevailing in the

relevant jurisdictions.

China Demeter Financial Investments Limited
First Quarterly Report 2019
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Notes (Cont’d)
Bff 5% (4&)
8. LOSS PER SHARE 8. WkEH
The calculation of basic and diluted loss per A A HEAT N AL 5 e 55 AR
share attributable to owners of the Company T 03 s 15 0 AR 9 DL Bbg
is based on the following data: G
For the three months
ended 31 March
BEZA=T—H
E=MWA
2019 2018
SR e SN
HKS 000 HKS 000
EW T BT
(Unaudited) (Ungudited)
(REB%EH) (REEY)
Loss for the period attributable AR RO Rl
to owners of the Company for the purposes BT - AL AR A
of calculating basic and diluted loss per TEA: M M
share (5,055) (309)
Number of shares Jit 3 B H
For the three months
ended 31 March
BREZAZT—H
E=MWA
2019 2018
Y S I “E-NE
’000 000
T T i
(Restated)
(BE5)
Weighted average number of ordinary shares 732 it B Ak J 3 s 1 1
for the purposes of calculating basic and LR g
diluted loss per share 1,224,236 993,59

BREMBREERAT 1 3
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Notes (Cont’d)
Bff £ (&)

1

LOSS PER SHARE (Continued)

No diluted earnings per share are presented
for the period ended 31 March 2019 as the
Company did not have any dilutive potential
ordinary shares. For the period ended 31
March 2018, the denominators used are the
same as those detailed above for both basic

and diluted loss per share.

The computation of diluted loss per share
for the period ended 31 March 2018 did not
assume the exercise of potential ordinary
shares granted under the Company’s share
options scheme outstanding at period end
since their exercise would have an ant-dilutive

effect.

INTERIM DIVIDEND

The directors do not recommend the payment
of any interim dividend for the three months
ended 31 March 2019 (31 March 2018: Nil).

China Demeter Financial Investments Limited
First Quarterly Report 2019
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Notes (Cont’d)

Bit 5% (%8&)

10. RESERVES

For thethree monthsended 31 March 2019
REZB-RE=A=1-BE=HA
Attribatable to owners of the Company

10. fffh

LYTERIN 1}
Avalable-
forsale
investments
Foreign ~ revaluation Attributable
PRC S amag e fonon-
Share Share  Contributed Capital statutory options ~ translation VOCT  Accomulated controlling
Cpil  pemim sphs nesene esee mene e esee s STl inenss Tl
ELET
i
it/
KARAE
itk
L FER
Ik RBEE  MARR  WAME  GeRE  WRERE Hitkdt wit &t
HKS000 HKS 000 HKS'000 HKS000 HKS 000 HKS'000 HKS'000 HKS000 HKS'000 HKS'000
B ERTL B4R ERTT ERTR EETx B Bkt Bk EET
(Restaed)
(7E)
A131 December 2017 (Audied) AasUE
il 9936 138874 153351 61345 m 1307 1758 1y (%0.197) mns 10868 8603
Effect of change in

acounting policy - - - - - - - (13934 13934 - - -
Adjstnenta | January 2018 AE-R-02i%

(Audited) #l 9936 138874 153351 61345 m 1307 1758 (14046) (76263) mns 10868 8603
Loss or the period il ) - - - - - - - - (39) (309) o (583)
Other comprehensive B2 alE

income for the period - - - - - - 818 - - 818 4 119
Towl comprelensie plE AL R

income (expense) for

the period - - - - - - 818 - (39) n 137 646
Disposalof a non-wholy owned

subsidiary - - - - - - - - - - 148 148
Au31 March 018 (Unaudited) i

9936 138874 153551 61345 m 1307 2576 (14046) (16357 it 1243 9067
At ey 2009 (cied)
b 14 160,109 153351 61345 m - 8 (28462 (117339 U316 3081 U591
Loss forthe peiod el - - - - - - - - (5055) (5059 ) (3]
Other comprehensive BhEREEE

income for the period - - - - - - 0 1] - 41 Ll si
Tol comprelensive L AL

income expense) for

the period - - - - - - 0 1] (5.053) (4394 9 (4613)
AU31 March 2019 (Unaudited)

14 160,109 153351 61345 Lkl - 13 (2844 (1234 pkon) 3062 U188
BREMBREERAT
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Notes (Cont’d)
Bff £ (&)

11. SHARE CAPITAL 11.
Ordinary shares of HK$0.01 each

Jie A

A I i AL 60,0150 2 3 7

Number of
shares Share Cagétal
et ¥ H &
000 HKS 000
TH BT
Authorised: HE:
At 1 January 2018, 31 December 2018, BB NE-H—H>
1 January 2019 and 31 March 2019 “E-MEFCA
o - e f%: A
“HHR=F A
=H=+—H 100,000,000 1,000,000
Issued and fully paid: CHGRARE:
At 1 January 2018 R=Z— N~ 993,596 9,936
Tssue of placing shares (Note (7)) BITRE R /ﬁffﬂf(u) 184,500 1,845
Tssue of shares upon exercise of g et iyl
share options (Note (i7) (Wit ) 46,140 461
At 31 December 2018, 1 January 2019 and ~ RZZF—)\E+ZH=+—H»
31 March 2019 ZEE-H-N
ZENEEAE 1,224,236 12,242
Notes: A
@) Issue of placing shares @) BEAT LB Ity
On 24 May 2018, the Company completed ﬁ/:‘ ZE-NERA I
the placing of an aggregate of 184,500,000 ZF/\ﬂ 78 7 i AL )

ordinary shares of the Company of HK$0.01
each to not less than six placees through
placing agent at HK$0.10 per ordinary share.
The net proceeds from the placing of shares
amounted to approximately HK$17,585,000.

(ii) Issue of shares upon exercise of share
options
During the year ended 31 December 2018,
46,140,000 ordinary shares were issued upon
the exercise of a total of 46,140,000 share
options at exercise price HK$0.1072 per
share, giving rise to aggregate net proceeds of
approximately HK$4,946,000.

1 China Demeter Financial Investments Limited
First Quarterly Report 2019

(ii)
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Notes (Cont’d)
Bt x (48)

12.

ACQUISITION OF A SUBSIDIARY

Acquisition of Wala Wala Limited (‘““Wala
Wala”)

On 18 February 2019, the Group acquired
100% equity interest in Wala Wala at a cash
consideration of HK$2,300,000. Wala Wala
is a company incorporated in Hong Kong
with limited liability and is an investment
holding company. Wala Wala is the leasee of
the lease, on which the leased property is used
for carrying on the business of operating a

restaurant.

The fair value of identifiable assets and

12, W) — ] B R 2 )

WS il < 3 A PR A D (T3¢
Pi#Edi )

WEE—IJUEZ A AH A
A S 3 iy 3 i 2 A R
RE > B4 A0 A i 12,300,000
G o HERLHERT L — A e T
MAL AR AT > I ARG
FERL ST o HERHER S AL S
AR > HA ) 2E A i 4848
BB SR -

T B AT K B

liabilities at the date of acquisition is as 2 A SRAEEN T
follows:
HK$'000
T
(Unaudited)
(REHG)
Property, plant and equipment VEN YT 3,261
Inventories k& 100
Deposits and other receivables %4 R R RO 1424
Other payables and accruals T eSS FOR R (5,336)
Total net liabilities FARAE (551)
Consideration satisfied by: THREZHR:
Cash paid EfBe 2,300
Less: assignment of shareholder loan B R ROR £ 5 (4,754)
(2,454)
Gain on bargain purchase B R g (1,903)

BREMBREERAT 1 7
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Management Discussion and Analysis

E1RIE 515 K D i

FINANCIAL AND BUSINESS REVIEW

China Demeter Financial Investments Limited (the
“Company” and, together with its subsidiaries, the
“Group”) recorded a net loss attributable to owners
of the Company of approximately HK$5,055,000
for the three months ended 31 March 2019 (the
“Period”) (31 March 2018: HK$309,000). This
was mainly attributable to the increase in general
and administrative expenses by approximately
HK$14,062,000 and the decrease of the gain in fair
value of financial asset through profit or loss by
approximately HK$3,313,000, which were partially
offset by gain on bargain purchase of a wholly-
owned subsidiary approximately HK$1,903,000
and the increase in gross profit of the Group by
approximately HK$8,893,000, due to the inclusion
of the operating results of the newly acquired
business including alcoholic beverage distribution
business, food and beverage business and provision
of children education services.

Revenue of the Group for the Period increased
by approximately 100% to approximately
HK$24,789,000 (31 March 2018: HK$12,371,000).
Gross profit of the Group amounted to
approximately HK$12,436,000 (31 March 2018:
HK$3,543,000). The revenue for the Period
comprised the sales of feedstock products
amounting to approximately HK$7,234,000 (31
March 2018: HK$9,217,000), loan interest income
amounting to approximately HK$2,279,000 (31
March 2018: HK$2,531,000), provision of financial
services amounting to approximately HK$591,000
(31 March 2018: HK$623,000), alcoholic beverage
distribution business amounting to approximately
HKS$1,137,000 (31 March 2018: Nil), food and
beverage business amounting to approximately
HK$12,047,000 (31 March 2018: Nil), and
provision of children education services amounting
to approximately HK$1,501,000 (31 March 2018:
Nil).

1 China Demeter Financial Investments Limited
First Quarterly Report 2019
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FINANCIAL AND BUSINESS REVIEW
(Continued)

General and administrative expenses for the Period
amounted to approximately HK$21,575,000 (31
March 2018: HK$7,513,000). Such increase was
mainly due to inclusion of operating expenses
of newly acquired business including alcoholic
beverage distribution business, food and beverage
business and provision of children education
services to the administrative expense of the Group
upon the completion of their respective acquisition

last year.

Agriculture Business

Revenue of the feedstock product business for the
Period was approximately HK$7,234,000 (31 March
2018: HK$9,217,000), representing a decrease of
approximately HK$1,983,000 as compared with the
same period last year, which was mainly attributable
to the swine fever incurred in late 2018 which
leads the sales of feedstock product has decrease

accordingly.

Money Lending Business

During the Period, the Group used its surplus
liquidity to fund its money lending business through
its wholly-owned subsidiaries, Way Union Finance
Limited and Delight Sky Finance Limited and the
loan interest income from this business segment
amounted to approximately HK$2,279,000 during
the Period (31 March 2018: HK$2,531,000). Interest
of the loans receivable were charged at rates ranging
from 5% to 24% (31 March 2018: 5% to 14%) per

annum during the Period.

Yt 5 e 3 5 1B g (A

WA > — ik R AT BLBH S A U K
21,575,0007C ( =& — /N =H
= +—H:#%7,513,00000) o — i
B AT BB SR T 32 B R iR AR 4R
A RAE 5 R SE 25 B 2 U AR T
W B 1) SE S (B VTR IR 43 8 2
B~ B S ORE SRS DL R R AL
BB M) 1Y 488 B S AAT BB
io

LUNAR TR YT e3> EC (N O]
7 167,234,00000 (& — /\4E=H
=1+—H : #%9,217,00000) > ¥
A [R) 1380 #0351 1,983,0000T 0 3
BN O R R R
B0 AT A R B AR T
%o

L E 2 %

WA AEMBAAEGES B8
A YRS 4 AR T BA A B D
B# KBS A BR A ) 5y Hoil i 2
AR L 4 o W N % 26T 2 B0 ) 4
FORE e A K 25 7 12,279,000 00
(CF—NE=ZA=Z+—H #¥
2,531,00075) = A A E Wi 53k 2 4 |
BN F5%%24% ( —F— NE=H
=+—H:5%%14%)

BREMBREERAT
_T-NFERE-ZREERS

19



Management Discussion and Analysis (Cont’d)

EREs1 R R nif (1)

FINANCIAL AND BUSINESS REVIEW
(Continued)

Financial Services Business

During the Period, revenue from external
customers of China Demeter Securities Limited
(“CD Securities”) amounted to approximately
HK$591,000 (31 March 2018: HK$623,000).
CD Securities is a wholly-owned subsidiary
of the Group, principally engaged in advising
on securities and dealing in securities and is a
licensed corporation in Hong Kong to carry out
Type 1 (dealing in securities), Type 4 (advising on
securities) and Type 9 (asset management) regulated
activities under the Securities and Futures Ordinance
(Chapter 571 of the Law of Hong Kong) (“SFO”).

2 China Demeter Financial Investments Limited
First Quarterly Report 2019
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FINANCIAL AND BUSINESS REVIEW
(Continued)

Financial Services Business (Continued)

In late June 2017, there was a sharp decline in
the share price of certain stocks held by CD
Securities as collateral for its margin clients (the
“June Incident”). As a result of the June Incident,
a number of CD Securities’ accounts receivable
arising from margin financing business became
undercollateralised. Following the June Incident and
the deterioration of CD Securities’ margin loans
during and after the June Incident, CD Securities
received a letter from the Securities and Futures
Commission (the “SFC”), wherein the SFC, among
other things, had raised concern about certain issues
on CD Securities’ margin loan operations and
requirements under the Code of Conduct for Persons
Licensed by or Registered with the Securities and
Futures Commission (the “Code of Conduct”).
In such connection, the SFC had instructed CD
Securities to temporarily refrain from providing
further margin lending to its clients and refine its
margin financing policy. In late October 2018, CD
Securities has reinforced control measures to ensure
compliance with its revised internal control policies
and procedure for its securities margin financing
activities and the Code of Conduct and subsequently,
CD Securities has resumed its securities margin
lending business.

The Group will strengthen its internal control policy
and take a product approach to develop the securities
brokerage and margin financing business to reduce
the credit risk from the margin clients.
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FINANCIAL AND BUSINESS REVIEW
(Continued)

Securities investment business

The Group’s diversified securities investment
portfolios cover both listed and non-listed
companies, in order to diversify its investment
portfolios and increase returns to shareholders.
The financial assets at fair value through profit or
loss held by the Group were all shares of listed

companies in Hong Kong.

The Directors consider an investment in listed
securities with a carrying value of 5% or more of
the net asset value of the Group as at a balance sheet
date as significant investments (the “Significant
Investments™). As at 31 March 2019, the Company

did not hold any Significant Investments.

2 China Demeter Financial Investments Limited
First Quarterly Report 2019
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FINANCIAL AND BUSINESS REVIEW
(Continued)

Securities investment business (Continued)

During the Period, the Group recorded gains from
the changes in fair value of financial assets through
profit or loss of approximately HK$1,622,000 (31
March 2018: HK$4,935,000). The Board expects
that performance of securities investment business
will be able to contribute positive returns for the
Group in the near future. The Board will continue to
closely monitor the performance of the securities in

order to mitigate potential financial risks.

Alcoholic Beverage Distribution Business

Aiming to diversify the business profile of the
Group, Eternal Code Holdings Limited (“Eternal
Code”), a wholly-owned subsidiary of the Group
as the purchaser, Nice Fund Limited (“Nice
Fund”), a company incorporated in Hong Kong
as the seller, and the ultimate beneficial owners
of Nice Fund and also the directors of Belicious
(HK) Limited (“Belicious”), as the guarantors,
entered into a memorandum of understanding on
9 February 2018, and further entered into the sale
and purchase agreement (the “Belicious SPA™)
on 29 March 2018, in relation to the sale and
purchase of (i) all the issued shares of Belicious
(collectively, the “Sale Shares”); and (ii) the sale
debts representing the entire shareholder’s loan

owing by Belicious to the seller at completion, at
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FINANCIAL AND BUSINESS REVIEW
(Continued)

Alcoholic Beverage Distribution Business
(Continued)

an aggregate cash consideration of HK$23 million.
According to the terms of the Belicious SPA, Nice
Fund and the guarantors guaranteed to Eternal
Code that the average of the audited net profit after
tax for each of the year ended 31 December 2018
and the years ending 31 December 2019 and 31
December 2020 shall not be less than HK$3,000,000
(the “Guaranteed Average PAT”). Following the
signing of the supplemental agreement on 20 April
2018, completion of the acquisition took place and
Belicious became a wholly-owned subsidiary of the
Group, and its financial results was consolidated
into the consolidated financial statements of the

Group.

Belicious is principally engaged in distribution of
imported craft beer in Hong Kong and the PRC. It is
expected to have a positive impact on the operations,
financial results and profitability of the Group.
During the Period, revenue from the distribution
of alcoholic beverage business amounted to
approximately HK$1,137,000 (31 March 2018: Nil).

2 China Demeter Financial Investments Limited
First Quarterly Report 2019
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FINANCIAL AND BUSINESS REVIEW
(Continued)

Alcoholic Beverage Distribution Business
(Continued)

During the Period, the loss after tax of Belicious and

its subsidiaries was approximately HK$160,000.

Food and Beverage Business

During the Period, the revenue from food and
beverage business through operating of seven
restaurants serving Japanese cuisine and Hong Kong
local food in Hong Kong and Singapore amounted
to approximately HK$12,047,000 (31 March 2018:
Nil). The Group is optimistic about the food and
beverage market in particular the potential in
Japanese style and Hong Kong style restaurants for
development and hopes to generate higher returns
for shareholders by mapping out a business strategy
for expanding in a flexible and prudent approach.
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FINANCIAL AND BUSINESS REVIEW
(Continued)

Provision of Children Education Services

On 8 October 2018, the Group entered into the
subscription agreement with Nobel Education
Organisation Limited (“Nobel”), to subscribe for
51% of the enlarged issued share capital of Nobel at
HK$3,000,000 in cash. The Directors are of the view
that the education services market in particular in
the kindergarten and pre-school education business
will have good potential for growth in Hong Kong.
The Directors believe the acquisition represented
a good opportunity for the Group to enter the
kindergarten and pre-school education-related
service business. Through the acquisition, the Group
would be able to acquire the requisite expertise,
knowledge and connections without having to invest
heavily or incur substantial costs in adapting to and
exploration of the new market. During the Period,
revenue from the provision of children education
services amounted to approximately HK$1,501,000
(31 March 2018: Nil).

2 China Demeter Financial Investments Limited
First Quarterly Report 2019
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INVESTMENTS IN AN UNLISTED
INVESTMENT FUND

East Gain Enterprise Limited (“East Gain”), a
company incorporated in the British Virgin Islands
with limited liability and a wholly-owned subsidiary
of the Company, invested in certain non-voting
participating redeemable shares (the “Fund Share”)
of an unlisted investment fund (the “Fund”) in
2015. On 15 March 2019, East Gain accepted the
offer from Convoy Collateral Limited (“CCL”), a
company incorporated in Hong Kong with limited
liability, an independent third party to purchase
736.217 fund shares held by East Gain at the
disposal price of approximately HK$6.6 million (the
“Disposal Price”), representing the net asset value
attributable to the Fund Shares held by East Gain
as at 31 December 2017. The Disposal Price is to
be settled in cash by 34 monthly instalments from
March 2019 to December 2021.

Taking into account (i) the fact that the investment
in the Fund has not generated any dividend
income for the Group; (ii) the redemption and
transfer restrictions; (iii) the constant cash inflow
that will be brought by the disposal; and (iv) the
declining performance of the Fund, the Group
considers that the disposal of the Fund represents
a good opportunity for the Group to cash in the
uncertainties. For details, please refer to the
announcement of the Company dated 15 March
2019.

Completion of the disposal of the Fund is
conditional upon the other shareholders of the Fund
accepting CCL’s offer and East Gain receiving the
Disposal Price in full from CCL. On 19 March
2019, East Gain has been informed by CCL that all
shareholders of the Fund had accepted its offer to
purchase.
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INVESTMENTS IN A JOINT VENTURE

The joint venture is currently engaged in investing
in the business of operating restaurants, cafes
and takeaway outlets in Singapore. During the
Period, the Group recorded the share of loss of a
joint venture of approximately HK$482,000 (31
March 2018: HK$459,000). The increase in loss
was mainly attributable to the rising costs of the
food ingredients and beverages for operation and
related staff costs. The Group will closely monitor
the development of the joint venture and adjust its
business strategy according to the market conditions

to cater to market needs.

PROSPECTS

Looking ahead, the Group will focus on expanding
its food and beverage business. The Group remains
optimistic about food and beverage market, and
will operate the food and beverage business with
a flexible and prudent approach. In addition, it is
expected that the loan business will have a steady
and positive development this year based on the
current market environment and sentiment. The
Group remains optimistic about the development
potential of Hong Kong’s money lending market and
take measures accordingly to improve our overall
operational efficiency and strengthen our revenue

base.

2 China Demeter Financial Investments Limited
First Quarterly Report 2019
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PROSPECTS (Continued)

The Group will review the markets for its respective
businesses with a forward looking perspective,
committing more resources to the business with
sustainability potential. Meanwhile, the Group
will continue to seek business and investment
opportunities with a view to providing growth
potential of the Group and bringing higher returns to

the shareholders of the Company.

MATERIAL ACQUISITION AND DISPOSAL
Acquisition of Champ Express Holdings Limited

On 4 January 2019, Amber Talent International
Limited (“Amber Talent”), an indirect wholly-
owned subsidiary of the Company, entered into a
sale and purchase agreement with an individual (the
“Vendor”), an independent third party, pursuant
to which Amber Talent has conditionally agreed
to acquire from the Vendor the entire issued share
capital of Champ Express Holdings Limited
(“Champ Express”), a company incorporated in
the British Virgin Islands with limited liability, at
the consideration of HK$6,800,000. Champ Express
and its subsidiaries (“Champ Express Group”) are
principally engaged in the research and development
of Chinese patented medicine products. After
taking into account of commercial considerations,
in particular, that sufficient documents and/or
information have not been provided to the Group
to carry out and complete the due diligence of
the Champ Express Group to its satisfaction, on 7
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MATERIAL ACQUISITION AND DISPOSAL
(Continued)

Acquisition of Champ Express Holdings Limited
(Continued)

March 2019, the Vendor and Amber Talent entered
into a termination agreement whereby the parties
have mutually agreed to terminate the sale and
purchase agreement with effect from the date of
such termination agreement and upon termination,
no party to the sale and purchase agreement shall
have any claim against the other party in respect of
any matter or thing arising out of or in connection
with the sale and purchase agreement save for any
antecedent breaches and accrued benefits.

Disposal of investments in an unlisted investment
fund (the “Disposal’)

On 15 March 2019, East Gain accepted the offer
from CCL, an independent third party to purchase
736.217 fund shares held by East Gain at the
Disposal Price, representing the net asset value
attributable to the fund shares held by East Gain
as at 31 December 2017. The Disposal Price is
to be settled in cash by 34 monthly instalments
from March 2019 to December 2021. For further
details of the fund and the Disposal, please refer
to the section headed “Investments in an Unlisted

Investment Fund”.

Saved as disclosed above, the Company does not
have any significant acquisition and disposal during
the Period.

3 China Demeter Financial Investments Limited
First Quarterly Report 2019
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EVENT AFTER THE REPORTING PERIOD

Pursuant to the announcement dated 16 April 2019
and the circular dated 3 May 2019, the Board

proposed to implement the capital reorganisation

comprising the share consolidation, the capital

reduction and the share subdivision, details of which

are as follows:

M

@

Every 8 issued and unissued shares of HK$0.01
each in the existing share capital of the Company
be and are hereby consolidated (the “Share
Consolidation”) into 1 consolidated share of
HK$0.08 each (the “Consolidated Share”);

the total number of Consolidated Shares
in the issued share capital of the Company
immediately following the Share Consolidation
be and is hereby rounded down to a whole
number by cancelling any fraction in the issued
share capital of the Company arising from the

Share Consolidation;

e %
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Management Discussion and Analysis (Cont’d)

EREs1 R R nif (1)

EVENT AFTER THE REPORTING PERIOD
(Continued)

3)

“

3

the par value of each of the then issued
Consolidated Shares be and is hereby reduced
from HK$0.08 to HK$0.01 each (the “New
Shares”) by cancelling the paid-up capital
of the Company to the extent of HK$0.07
on each of the then issued Consolidated
Shares, such that the par value of each
issued Consolidated Share be reduced from
HK$0.08 to HK$0.01 (together with sub-
paragraph (2) above are hereinafter referred to
as “Capital Reduction”); the credits arising
from (a) such reduction of the paid up capital;
and (b) the cancellation of any fractional
consolidated share in the issued share capital
of the Company which may arise from the
share consolidation, will be transferred to the
contributed surplus account of the Company
within the meaning of the Company Act 1981

of Bermuda;

each of the then authorised but unissued
Consolidated Shares of par value of
HK$0.08 each was sub-divided into 8
new shares of par value of HK$0.01 each
(“Share Subdivision”, together with the
Share Consolidation and Capital Reduction,

“Capital Reorganisation”).

China Demeter Financial Investments Limited
First Quarterly Report 2019
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Management Discussion and Analysis (Cont’d)

EEREME D (18)

EVENT AFTER THE REPORTING PERIOD
(Continued)

As at the date of this report, the existing shares are
traded on the Stock Exchange in the board lot size
of 20,000 existing shares. Subject to the Capital
Reorganisation becoming effective, it is proposed
that the board lot size for trading in the Shares Shall
be changed from 20,000 existing shares to 10,000

new shares.

The Capital Reorganisation is subject to and
conditional upon: (i) compliance with the relevant
procedures and requirements under the laws of
Bermuda to effect the Capital Reorganisation;
and (ii) The Stock Exchange of Hong Kong
Limited granting the listing of, and permission to
deal in, the New Shares arising from the Capital
Reorganisation, with effect from the first business
day immediately following the special general
meeting held on 27 May 2019 on which the special
resolution is passed or the above conditions are
fulfilled (whichever is the later). For the details
of the Capital Reorganisation, please refer to the
Company’s announcement dated 16 April 2019 and
the Company’s circular dated 3 May 2019.

INTERIM DIVIDEND

The Directors of the Company do not recommend
the payment of any interim dividend for the three
months ended 31 March 2019 (31 March 2018: Nil).
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Other Information
Hith& iR

SHARE OPTION SCHEMES

No share options were brought forward, granted or
exercised pursuant to the Company’s share option
scheme during the Period, and no share options
remained outstanding as at the period ended 31
March 2019.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights
under the Company’s bye-law or the laws of
Bermuda which would oblige the Company to
offer new shares on a pro-rata basis to the existing
shareholders of the Company.

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

During the period ended 31 March 2019, neither
the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed
securities or the securities of the Company’s
subsidiaries.

DIRECTORS’ INTERESTS IN A
TRANSACTION, ARRANGEMENT AND
CONTRACT OF SIGNIFICANCE

No transactions, arrangements and contracts
of significance to which the Company or its
subsidiaries was a party and in which a Director or
a connected entity of a director of the Company had
a material interest, whether directly or indirectly,
subsisted at the end of the Period or at any time
during the Period.

3 China Demeter Financial Investments Limited
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Other Information (Cont’d)
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DIRECTORS’ AND CHIEF EXECUTIVES’

R AT BB

INTERESTS AND SHORT POSITIONS IN R BRI e B o 2 2 M i IR IR T
SHARES, UNDERLYING SHARES AND
DEBENTURES
Long positions in ordinary shares of the AR 2 ) 3% 2 B 0 5
Company
Number of
ordinary Approximate
shares of the percentage of
Name of Directors Nature of interest Company held interest
Jt $5 AR 24 W BE 25 WE 20
WS RE 25 1B HE B H A
(Note 1)
(Mtit1)
Mr. Ng Man Chun Paul Beneficial owner 7,690,000 0.63%
SR SEE Hiaa A
Mr. Ng Ting Ho Beneficial owner 7,690,000 0.63%
ST SRR A A
Note: Vi
1. The percentage of interest in the Company is 1. AN MR E A LTS5 iy

calculated by reference to the number of Shares in
issue as at 31 March 2019, that is, 1,224,236,125

Shares.

TERJUEZA =+ —HE BT
JBE 0 B H 1,224,236,1251% % 515

Hilo
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES (Continued)

Long positions in underlying ordinary shares of

the Company (Continued)

Other than as disclosed above, as at the 31 March
2019, none of the Directors or chief executive
nor associates of the Company had interest or
short positions in any shares, underlying shares or
debentures of the Company or any of its associated
corporations (within the meaning of Part XV of
the SFO) which would have to be notified to the
Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which they have taken or
deemed to have taken under such provisions of the
SFO), or which were required, pursuant to Section
352 of the SFO, to be entered in the register referred
to therein, or which were required, pursuant to
Rules 5.46 to 5.67 of the GEM Listing Rules, to be
notified to the Company and the Stock Exchange.

3 China Demeter Financial Investments Limited
First Quarterly Report 2019
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DIRECTORS’ RIGHTS TO ACQUIRE
SHARE OR DEBENTURES

Save as disclosed under the sections headed
“Directors’ and Chief Executives’ Interests and
Short Positions in Shares, Underlying Shares and
Debentures” and “Share Option Scheme”, at no
time during the period was the Company or any
of its holding companies or subsidiaries a party
to any arrangements which enabled the Directors,
their respective spouse or minor children to acquire
benefits by means of the acquisition of shares in
or debentures of the Company or any other body

corporate.

SUBSTANTIAL SHAREHOLDERS

As at 31 March 2019, so far as is known to the
Directors, the following persons (other than the
directors and chief executives of the Company) had
an interests and short positions in the shares and
underlying shares of the Company as recorded in the
register required to be kept by the Company under
section 336 of the SFO:

o5 WU By o 2 2 HE A
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SUBSTANTIAL SHAREHOLDERS FEBHR ()
(Continued)
Long Position =]
Percentage of
Number of the share
ordinary capital of
Name of Shareholder Capacity shares held the Company
AR 2 W) A
JBe 5 ek 44 =i RSN S (QE| Pifli| 4 ke
(Note 1)
(Htit1)
Mr. Ng Ting Kit Beneficial owner 207,400,000 16.94%
SIEHEE A HaEA A
Note: Bt -
1. The percentage of interest in the Company is calculated L. EACIPA S RER i DEEE N
by reference to the number of Shares in issue as at 31 SR -UEZA = HE BT
March 2019, that is 1,224,236,125. JBe 13 i H 1,224,236, 125 K45 51515
o

Other than as disclosed above, as at 31 March B b ST 4 R A i B — LA
2019, there was no person had any interests or short SHE A IR A R AR PR
positions in the shares or underlying shares of the & M Bl 26 3361 B AT R 4
Company as recorded in the register required to be it #i7m » I M A i A ] A 5%
kept by the Company under section 336 of the SFO. AR B JBE A3 0 5 A A AT RE 2 B IR o
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

None of the Directors nor their respective associates
had any business which competes or may compete

with the business of the Group.

CODE OF CONDUCT REGARDING
SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the required standard
of dealings as set out in Rules 5.48 to 5.67 of the
GEM Listing Rules as the code of conduct regarding

securities transactions by the Directors.

The Company has made specific enquiry to all
Directors and the Directors have confirmed that
they have complied with all the required standard of
dealings as set out in Rules 5.48 to 5.67 of the GEM
Listing Rules during the Period.
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CORPORATE GOVERNANCE CODE

During the Period, the Company has adopted and
complied with the code provision (the “Code
Provision”) as set out in the “Corporate Governance
Code” contained in Appendix 15 (the “Code”) of the
GEM Listing Rules.

AUDIT COMMITTEE

The Audit Committee consists of three independent
non-executive Directors, namely, Mr. Chan Hin
Hang, Mr. Yum Edward Liang Hsien and Mr.
Hung Kenneth with written terms of reference in
compliance with the Rule 5.28 to 5.33 to the GEM
Listing Rules. The Audit Committee has reviewed
the first quarterly results for the three months ended
31 March 2019.

On behalf of the Board

China Demeter Financial Investments Limited
Zhou Jing

Chairman

Hong Kong, 15 May 2019

As at the date of this report, the Board comprises
three executive directors, namely Mr. Ng Man Chun
Paul, Mr. Lam Chun Kei and Mr. Ng Ting Ho; one
non-executive director, namely Mr. Zhou Jing; and
three independent non-executive directors, namely
Mr. Chan Hin Hang, Mr. Yum Edward Liang Hsien
and Mr. Hung Kenneth.

This report will remain on the “Latest Company
Announcements” page of the GEM website at http://
www.hkgem.com for a minimum period of seven
days from the date of its publication and on the
Company’s website at www.chinademeter.com.
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