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FINANCIAL HIGHLIGHTS
S 5 ik

Revenue was approximately HK$433.7 million for the year ended 31
March 2018, representing a decrease of approximately 20.8% as
compared with the same for the year ended 31 March 2017.

Gross profit was approximately HK$78.6 million for the year ended
31 March 2018, representing a decrease of approximately 26.4% as
compared with the same for the year ended 31 March 2017.

Gross profit margin decreased to 18.1% from 19.5% in the last
financial year.

Loss attributable to the equity holders of the Company was
approximately HK$37.3 million for the year ended 31 March 2018,
compared to the loss attributable to the equity holders of the
Company of approximately HK$9.2 million for the year ended 31
March 2017.

Basic loss per share amounted to approximately HK$0.22 for the year
ended 31 March 2018, compared to the basic loss per share of
approximately HK$0.06 for the year ended 31 March 2017.

The Board does not recommend the payment of final dividend for
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Dear Shareholders,

On behalf of the Board of Directors of the Company, we present to you the
Group’s annual results for the year ended 31 March 2018.

During the financial year under review, the Group registered approximately
HK$433.7 million in revenue. Gross profit was approximately HK$78.6
million, with gross profit margin standing at 18.1%. Loss attributable to the
equity holders of the Company was reported at approximately HK$37.3
million. The Board does not recommend payment of a final dividend for the
year ended 31 March 2018 (2017: nil).

REVIEW

The financial year of 2017/2018 was a period marked by natural disasters,
geopolitical tensions and political divisions in many different countries.
Having said that, on the economic front, global economic activity showed
continued signs of firming up and the economic story of the year was one of
a positive growth which was broad based by and large, as fears brought about
by a potential market crash on the back of the Trump presidency and
recession in the UK over the Brexit pullout did not manage to materialise.
Across the Pacific Ocean, China’s economy also rebounded after a few years
of deceleration, and this is helping the growth in Asian countries. These
improvements notwithstanding, wage growth remained tepid in advanced
economies as slack continued in labour markets and productivity growth
stayed weak. The fine jewellery trade was inevitably hampered as a result.

In Russia, our second largest business market during the reporting period,
the economy continued to stabilise amid relatively high oil prices and
enhanced macroeconomic stability, and a rebound in disposable income and
consumption could be seen. Nonetheless, after several years of financial
crisis, Russian consumers have been adjusting to this new economic reality
and have turned more pragmatic and value-conscious. They are more prone
to spending money on goods and services that they perceive as essential and
important for their well-being. Against this backdrop, it was opportune that
with the dedicated support of our sales and marketing teams, a number of
one-off customer orders were effectively secured. Revenue generated from
sales to the Russian market was up 77.4% to HK$105.3 million from a year
ago.

As the world’s second largest economy and the Group’s third largest business
market, consumer spending in the PRC maintained a stable growth during
the year under review. Even so, the rate of growth in overall expenditure
appeared to be cooling, with evidences suggesting that curbs on credit are
beginning to weigh on consumption. Driven by a growing appetite for fine
jewellery, particularly in lower-tier cities as the country’s newly accumulated
wealth gradually spreads to inner regions from affluent coastal areas, revenue
generated from the sales to the PRC market increased by 10.3% from the
same prior year period to reach HK$103.1 million.
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CHAIRMAN’S STATEMENT
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However, the better than expected operating performance of the Russian and
the PRC markets was more than offset by a significant decline in sales to the
Americans market. In the U.S., while the economy overall improved
modestly over the past twelve months, growth in consumer spending showed
softness as households cut back on discretionary spending and increased
saving. Impacted by the effect of restrained luxury spending in almost every
category, this made the jewellery sector a very competitive marketplace. The
Group’s revenue generated from the sales to the Americans market posted a
47.1% drop to HK$159.5 million as compared with the corresponding
period last year.

OUTLOOK

Looking ahead, even though the global economy found its footing in 2017,
there remain risks that could derail the rosy projections for 2018 and
beyond. From trade tensions between the PRC and the U.S., the struggling
NAFTA negotiations, to the Brexit uncertainties and potential military
conflicts on the Korean peninsula and over Syria, all might take a toll on
economic confidence. Any downturn in the global economic picture would
have grave repercussions for the healthy development of the fine jewellery
market worldwide.

Moreover, with the growing number of digital consumers, the luxury goods
sector is experiencing a major shift from in-store purchases to digital
purchases with millennials being a key demographic for online sales. The
sector is also undergoing significant changes in terms of consumer behaviour
and expectations. New, more modern consumers are looking for brands with
higher purpose and are seeking to buy exclusive and individual products. All
these put traditional fine jewellery under increasing pressure.

To go with the prevailing trends and construct further growth in our key
markets, we endeavour to strengthen our business relationships with our
customers and continue to adjust our production resources, capacity and
cycle to better cater to varied product lead time, consumer preferences and
festive shopping practices in different markets. We will also leverage our
established corporate brand name and proven design capabilities and increase
our marketing and design-related resources for a diverse range of jewellery
products.

At the same time, we will act prudently to explore new opportunities in the
food and beverage industry both locally and abroad, which is expected to
complement with our current jewellery business while providing an
additional boost to our future growth.

APPRECIATION

Finally, I would like to take this opportunity to extend my heartfelt thanks
to our customers, suppliers and all stakeholders for their unwavering support.
I also express my sincere appreciation to our management team and
colleagues for their dedication and contribution.

NANG Qi
Chairman and Executive Director
Hong Kong, 12 June 2018
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The Board currently consists of six Directors, comprising three executive
Directors and three independent non-executive Directors.

EXECUTIVE DIRECTORS

Mr. NANG Qi (“Mr. Nang”), aged 34, was Chairman and Executive
Director. Mr. Nang is the Chairman and chief executive officer of HNA
Catering Holdings Co., Led (BT E f R A FRA A]). Mr. Nang is also
the director of Gategroup Holding AG and the director of Virgin Australia
Holdings Limited. Mr. Nang obtained a bachelor’s degree in Electrical
Engineering and Automation Engineering in 2006 from the Civil Aviation
University of China ("B R i K&%) in the PRC. Mr. Nang has held
various other positions previously within the HNA Group’s companies
including General Manager of the procurement management department
and Deputy General Manager of the finance planning department of HNA
Group Co., Ltd. (142 E A7 BRZA ), the executive director and President
of Hainan HNA Aviation Imp.& Exp.Co.,Ltd (¥ R ¥ AT 22 3 5 114 R
/A H]), Chairman and President of HNA Innovation Ventures Co., Limited
(T FA AL ATL 2= BT & B BN 1], the chief innovation officer at HNA
Aviation Group Co., Ltd. (AT AT 22 42 B RS 7]), and the executive
director of Micro-Bonus Points Internet Technology Company Limited* (fil

Y EW R R A ).

Mr. Chen Peiliang (“Mr. Chen”), aged 36, was Executive Director and
Chief Executive Officer. Mr. Chen is vice President of HiApp Network
Technology (Beijing) Co., Ltd. (15 & A4 BL L (L a0) A FR A F]) and the
director of HNA Catering Holdings Co., Led (LB & #8 B A7 FR A 7).
Mr. Chen obtained a master’s degree in business administration in 2007
from the De La Salle University in the Philippines. Mr. Chen was previously
an assistant to the president of West Air Co., Led. (Fi BB 4% A BREATA A])
and President in venture capital investment of HNA Catering Holdings Co.,

Led (AT E B HERCA IR F]) .

Mr. Xue Qiang (“Mr. Xue”), aged 40, was Executive Director. Mr. Xue is
the director of HNA Catering Holdings Co., Ltd (L& A R BT FR 2 7))
and director of E-Food Co., Ltd.* (5 B A PR/ ). Mr. Xue obtained
a bachelor’s degree in Certified Public Accountants Specialized* GEMErst
FHELM4L) in 2002 from the Jiangxi University of Finance and Economics
(JLPY A48 K22 in the PRC. Mr. Xue has held various other positions
previously within the HNA Group’s companies including assistant to the
president of HNA Yisheng Holdings Limited (¥ %) 2F A BRA /),
chief financial officer of HNA-Caissa Travel Group Co., Ltd (LR
e B 18 I A A B2 ), a company listed on the Shenzhen Stock Exchange
(stock code: 000796), vice president and chief financial officer of E-Food
Co., Ltd.* (B BEHEBA R/ 7) and chief financial officer of HNA
Catering Holdings Co., Led (i B i #5 A BR A ).

*for identification purpose only

DIRECTORS AND SENIOR MANAGEMENT
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Ting Tit Cheung (“Mr. Ting”), aged 62, an the independent non-
executive Director. Mr. Ting is the head of China desk of First Myanmar
Investment Co., Ltd. since 1 September 2017. Mr. Ting was the senior
representative officer in Hong Kong of Banque Cantonale de Geneve and
acted as an independent non-executive director of National Agricultural
Holdings Limited (Stock code: 1236), a company listed on the Stock
Exchange, from 2013 to 2016. Mr. Ting graduated from the Technicum
Neuchatelois in Switzerland in 1978 before he obtained his Master degree in
Business Administration in University of East Asia (Macau) in 1991. Mr.
Ting currently serves as a member of the Chinese People’s Political
Consultative Conference Committee of Putuo District in Shanghai.

Mr. Chan Chi Kuen (“Mr. Chan”), aged 57, an independent non-executive
Director. Mr. Chan is a Certified Public Accountant (Practising) in Hong
Kong. Mr. Chan obtained a diploma from the Department of Accounting of
the Hong Kong Shue Yan College in 1991. He further obtained a Master
degree in Accounting from the Jinan University in 2006. Mr. Chan has over
26 years of experience in the accounting and taxation consultancy disciplines
and has worked in a number of accounting firms in Hong Kong, including
K.K. Young & Co., Leung Po Yee & Co., Shom & Yu CPA Limited, and
Y.K. Yu & Co. He is currently practising in his own name. Mr. Chan was
admitted as a fellow of the Association of Chartered Certified Accountants
in 2004, an associate of the Taxation Institute of Hong Kong in 2010 and a
fellow of the Hong Kong Institute of Certified Public Accountants. He is
also a Certified Tax Adviser registered at the Taxation Institute of Hong
Kong.

Mr. Lo Chun Pong (“Mr. Lo”), aged 46, an independent non-executive
Director. Mr. Lo is a practicing solicitor in Hong Kong and a member of
The Law Society of Hong Kong. Mr. Lo is a partner of Raymond C.P. Lo &
Co., Solicitors and was previously the sole proprietor of same firm. Mr. Lo
has been an accredited mediator of the Hong Kong Mediation Centre since
April 2010 and a civil celebrant of marriages since 2006. Mr. Lo graduated
from the University of Hull with a degree of Bachelor of Laws in 1994. Mr.
Lo was admitted as a solicitor of the High Court of Hong Kong in 1998.
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SENIOR MANAGEMENT

Mr. Kei York Pang Victor (“Mr. Kei”), aged 57, is director of the
subsidiaries of the Group. Mr. Kei co-founded K.T.L. Jewellery
Manufacturer Limited (“K.T.L. Jewellery”), a wholly-owned subsidiary of
the Company, with Mr. Li Man Chun in 1990. Mr. Kei is responsible for
the overall strategic planning and business development of the Group. Mr.
Kei has over 28 years of experience in the jewellery industry with extensive
business and client network. Mr. Kei has invaluable experience in sales and
marketing, customer serving, product innovation and management,
significantly contributed to long-term client relationship maintenance and
business expansion. Mr. Kei serves as the Standing General Committee
Member and Executive Committee Member of the Hong Kong Jewellery
Manufacturers’ Association for the years 2013 to 2015.

Mr. Li Man Chun (“Mr. Li”), aged 57, is director of the subsidiaries of the
Group. Mr. Li was one of the co-founders of K.T.L. Jewellery in 1990. Mr.
Li is responsible for the overall strategic planning and general operations.
Mr. Li has over 27 years of experience in the jewellery industry with in-
depth technical knowledge in the manufacturing of fine jewellery and
practical operations experience. Mr. Li has been serving as Vice President of
the Hong Kong Gold & Silver Ornament Workers & Merchants General
Union from 2007. Since 2010, Mr. Li has served as Honorary Life President
and General Member of the Guangzhou Panyu Jewellery Manufacturers
Association.

Mr. Kei Yeuk Lun Calan, aged 52, is sales director of the Group,
responsible for assisting Mr. Kei York Pang Victor, in the overall
management of sales and marketing, administration and operations of the
Jewellery business, primarily in business development, international sales,
China sales, marketing product design and development, and procurement.

Mr. Kei Yeuk Lun Calan has accumulated over 26 years of experience in
jewellery industry. In 1992, Mr. Kei Yeuk Lun Calan co-founded and served
as director of Alan’s Jewellery Company Limited, a wholly-owned subsidiary
of the Company, engaging in trading of jewellery. In 2003, Mr. Kei Yeuk
Lun Calan was assigned to lead a team to market the Group’s jewellery
products, coordination of trade shows and product development in the
United States. From 2006 to 2009, Mr. Kei Yeuk Lun Calan was also
dedicated to liaise with the local business partners on brand-building and
product image in Italy, promoting brand awareness and reputation. Since
2009, Mr. Kei Yeuk Lun Calan has taken charge of product development
with focus on China wholesales market.
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Mr. Chau Chi Lai (“Mr. Chau”), aged 44, is the chief financial officer and
company secretary of the Group, responsible for overseeing the Group’s
finance department, as well as company secretarial, internal control, investor
relation and corporate governance functions of the Group. Mr. Chau joined
the Group in August 2012. Prior to joining the Group, Mr. Chau worked in
an international accounting firm in Hong Kong between January 2003 and
April 2012 and left as a senior manager. Between November 1998 and
December 2002, Mr. Chau worked for other international accounting firms
in Canada in accounting and audit.

Mr. Chau graduated from McGill University with a degree of bachelor of
science in June 1997 and further obtained degree of bachelor of commerce
from the same university in June 1999. Mr. Chau was also awarded the
graduate diploma in accountancy from Concordia University, Montreal
Canada in October 2000. Mr. Chau has been a Chartered Accountant of
Canada since March 2002 and a Chartered Financial Analyst charterholder
since July 2002. Mr. Chau has also been a fellow member of the Hong Kong
Institute of Certified Public Accountant since October 2012, a member of
American Institute of Certified Public Accountant since April 2003. Mr.
Chau has been licensed by the State of New Hampshire Board of
Accountancy as a certified public accountant since November 2002 and
State of Oregon Board of accountancy since December 2007, and a
chartered professional accountant of Quebec, Canada since May 2012.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS OVERVIEW

Being an integrated fine jewellery provider and an original design
manufacturer with a well-established operating history in Hong Kong, the
Group is primarily engaged in designing, manufacturing and exporting fine
jewelleries to jewellery wholesalers and retailers mainly in the Americas,
Russia, other European countries and increasingly so in recent years in the
People’s Republic of China (“PRC”) and the Middle East. The Group has
been offering a wide range of fine jewellery products in karat gold
encompassing rings, earrings, pendants, necklaces, bracelets, bangles,
cufflinks, brooches and anklets that are generally targeted at the mass to
middle segment, the lowest among the three tiers of the fine jewellery market
segments in terms of retail prices. The Group’s customers are mainly
wholesalers and retailers of jewellery products.

During the financial year of 2017/2018 under review, global economic
growth finally appears to be coming back on track. However, with the
baseline outlook strengthening, a full recovery was still a work in process.
Market volatility brought about by the Brexit and the new Trump
Administration in the U.S., escalating tensions in North Korea as well as
trade disputes between the PRC and the U.S. all weighted on the risk
sentiment. Against this backdrop, practitioners in the jewellery trade
continued to experience a challenging operating environment. Times were
not easy for consumers as well, as reflected in the depressing effect of eroding
confidence and purchasing power on overall slow wage growth.

Consumption habits among the Americans also changed when it comes to
luxury, with fine jewelleries losing their share of spending. In this
connection, revenue arising from sales to the Americas market lowered to
approximately HK$159.5 million for the year ended 31 March 2018,
representing a drop of approximately 47.1%.

As the world’s second largest economy and the Group’s third largest market,
the PRC maintained a stable economic growth as the Chinese government
sought to rein in property and debt risks. For the year ended 31 March
2018, revenue generated from sales to the PRC market stood at
approximately HK$103.1 million, up 10.3% from the same period last year.
In spite of the positive performance, the market has been undergoing major
changes in terms of consumer expectations. New, more modern Chinese
consumers have exhibited strong aspiration for exclusivity and individuality,
which would put traditional fine jewellery under increasing pressure going
forward.

In Russia, the jewellery industry confronted the challenges of a weak
economy, with overall retail sales figures trending downward. Even though
the Russian economy grew faster than expected during the financial year of
2017/2018 on the back of a rebound in oil and commodity prices, the
present trend troubling the industry is not likely to get reversed unless the
economic situation improves significantly as a whole and middle class
incomes rise. Having said that, thanks to the efforts of our sales and
marketing teams, revenue generated from sales to the Russian market
recorded an increase of 77.4% to approximately HK$105.3 million from a
year ago upon securing a number of one-off orders from customers.
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MANAGEMENT DISCUSSION AND ANALYSIS
O BL I o i B o3

In the face of the ever-changing market landscape, the Group spared no
effort to apply stringent controls over capital expenditures. During the
financial year of 2017/2018, the Group’s administrative expenses were
successfully reduced by 13.2% to approximately HK$61.6 million compared
to the prior financial year, while selling expenses also decreased by 25.3% to
approximately HK$31.8 million from a year ago.

Building presence in ancillary business line

The Group has set its foot into trading of watches, silver jewelleries and non-
precious metal jewelleries since 2014 to better cater for needs of different
customers. These ancillary products come with significantly lower average
selling prices and lower gross profit margin. Sales generated from these non-
fine gold jewelleries products amounted to approximately 1.8% of the
Group’s total sales for the year ended 31 March 2018, compared with 3.0%
a year ago.

During the year, the Group has engaged in processing services using the
excess production capacities in order to enhance management resources and
cost efficiency. Subcontracting income generated from such processing
services amounted to approximately HK$9.2 million, representing
approximately 2.1% of total sales for the year ended 31 March 2018,
compared with nil a year ago.

Both sales from trading and the subcontracting income did not have a
material impact on the Group’s overall gross profit margin during the year.
However, the overall average wholesale price of the Group’s products
decreased since the commencement of such businesses.

Prospects

Looking ahead, the global economy is picking up its speed with upswing in
economic activity strengthening. Nonetheless, continued political and
economic uncertainties remain on a number of fronts. Trade tensions
between the U.S. and the PRC, as well as potential military conflicts in
North Korea and the Middle East could derail the global economic recovery.
The Group expects that the global economy will continue to make stages of
adjustments and is cautiously prudent about the outlook in the months to

come.

In Russia, even though the country’s economic prospects have improved,
retail consumption is still adjusting to lower disposable real incomes.
Russians are spending less. The Russian jewellery market can only revive
slowly in 2018 only if the economic situation of the country as a whole
normalises.

The U.S. economy has expanded at a moderate pace amid uncertainty
around President Trump’s policies, while capital controls and continuous
anti-corruption drives might cast a shadow over the PRC’s steady growth of
its economy.
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MANAGEMENT DISCUSSION AND ANALYSIS

Additionally, shifts in the demographics and mindset of millennials’ attitude
and purchase motivations have brought forth profound changes to the
jewellery market. Their shifting preferences, loose brand loyalties and urge
for self-expression have made the industry more competitive than ever
before.

The management of the Group will improve operating efficiency by
streamlining business operations and optimising internal resources in order
to meet the challenge of market adversity should they arise when advancing

ahead.

FINANCIAL REVIEW
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For the year ended 31 March
BE3H31HILFE

2018 2017

2018 4 2017 4F

Revenue (HK$'000) Wt (F-#7t) 433,666 547,623

Gross profit (HK$°000) EBA (TH#I0) 78,625 106,799

Gross profit margin (%) E A% (%) 18.1 19.5

Loss attributable to the equity holders A A REHE R A EAG

of the Company (HK$°000) J 5 (T-#57T) (37,297) (9,154)

Revenue W s

The Group’s revenue for the year ended 31 March 2018 was approximately
HK$433.7 million, representing a decrease of approximately HK$114.0
million or 20.8% over the corresponding period in 2017. The decrease in
the Group’s revenue was primarily due to (i) a significant decrease in sales in
Americas of approximately HK$141.8 million primarily due to a weaker-
than-expected market condition under a turnaround in consumer interest in
fine jewellery; (ii) a decrease in sales in Europe (other than Russia) of
approximately HK$28.8 million mainly attributable to the sluggish
European economy during the year under review; and (iii) a decrease in sales
in the Middle East of approximately HK$2.8 million due to cessation of
business in the market, which was partially offset by (iv) an increase in sales
in Russia of approximately HK$45.9million boosted by the efforts made by
the sales and marketing team and several standalone orders, and (v) an
increase in sales in the PRC of approximately HK$9.6 million.

Gross profit and gross profit margin

The Group’s gross profit for the year ended 31 March 2018 was
approximately HK$78.6 million, representing a decrease of approximately
HK$28.2 million or 26.4% over the corresponding period in 2017. Gross
profit margin decreased to approximately 18.1% from approximately 19.5%,
which was mainly due to a larger proportion of sales of simple design with
lower pricing to the Russian market.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Selling expenses

The Group’s selling expenses decreased by approximately HK$10.8 million
or 25.3%, to approximately HK$31.8 million for the year ended 31 March
2018 from approximately HK$42.6 million for the year ended 31 March
2017. The decrease was primarily attributable to (i) a decrease in staff costs
of approximately HK$10.7 million due to the result of the business
operation and resources allocation process; (ii) the Group’s implementation
of stringent cost control measures on advertising and promotion which
declined by approximately HK$3.2 million; which was partially offset by (iii)
an increase in sales commission of approximately HK$2.7 million as a
reward for expanding new customer base and exploring new markets.

Administrative expenses

The Group’s administrative expenses decreased by approximately HK$9.4
million or 13.2%, to approximately HK$61.6 million for the year ended 31
March 2018 from approximately HK$71.0 million for the year ended 31
March 2017. The decrease was primarily due to the combined effects of (i)
the decrease in staff costs by approximately HK$10.5 million as a result of
the Group’s continuous implementation of rigorous cost control by further
streamlining operations and rationalising overheads; (ii) decrease in
depreciation and amortisation by approximately HK$2.5 million mainly
attributable to the stringent controls over capital expenditures during the
year ended 31 March 2018; (iii) the decline in office, utility and sundry
expenses by approximately HK$1.5 million which were mainly attributed by
strengthening cost controls in business operation; and it was partially offset
by (iv) the increase in professional service fees of approximately HK$2.1
million for the year ended 31 March 2018.

Finance costs

The Group’s finance costs increased by approximately HK$2.6 million or
41.6%, to approximately HK$8.7 million for the year ended 31 March 2018
from approximately HK$6.2 million for the year ended 31 March 2017.
The increase was primarily a result of the increase in interest-bearing other
borrowings at a higher borrowing rate during the year ended 31 March
2018.

Loss attributable to the equity holders of the Company

The Group recorded a loss attributable to the equity holders of the Company
of approximately HK$37.3 million for the year ended 31 March 2018,
compared to a loss of approximately HK$9.2 million for the corresponding
period in 2017. The loss was mainly attributable to a decline in the Group’s
revenue by approximately 20.8% and gross profit by approximately 26.4%
for the year ended 31 March 2018 as compared to the corresponding period
in 2017. The decline in revenue was primarily attributable to a significant
slowdown of sales in the Americas and Europe (other than Russia) markets,
the decrease of which were approximately HK$141.8 million and HK$28.8
million, respectively, for the year ended 31 March 2018 as compared to the
corresponding period in 2017, primarily attributable to global economic
uncertainty and weaker-than-expected demand in the Americas and Europe
(other than Russia) markets.
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MANAGEMENT DISCUSSION AND ANALYSIS

Property, plant and equipment

The net carrying amount as at 31 March 2018 was approximately HK$27.5
million, representing a decrease of approximately HK$144.4 million from
that of 2017. This was mainly due to: (i) the Group’s disposal of property,
plant and equipment and a subsidiary in the PRC amounted to
approximately HK$150.1 million; and offset by (ii) exchange realignment of
approximately HK$6.8 million upon translation of RMB denominated
assets into Hong Kong dollar.

Trade receivables

There was a decrease in trade receivables as at 31 March 2018 of
approximately HK$108.2 million as compared with 31 March 2017, which
was mainly due to the trade receivables that were neither past due or
impaired, less than 61 days past due, 61 to 120 days past due and over 120
days past due but not impaired decreased by approximately HK$67.4
million, HK$37.4 million, HK$2.8 million and HK$0.6 million,
respectively, as at 31 March 2018 as compared with 31 March 2017.

Interest-bearing bank and other borrowings

The Group had no interest-bearing bank borrowings as at 31 March 2018
(2017: approximately HK$132.4 million). The Group has repaid all the
bank borrowings as at 31 March 2018.

The Group had no interest-bearing other borrowings as at 31 March 2018
(2017: approximately HK$100.0 million). The Group has repaid all other
borrowings as at 31 March 2018.

No financial instruments were used for hedging purposes, nor were there any
foreign currency net investments hedged by current borrowings and/or other
hedging instruments.

Liquidity and financial resources

As at 31 March 2018, the Group had current assets of approximately
HK$357.0 million (2017: approximately HK$519.2 million) which
comprised cash and bank balances of approximately HK$230.5 million
(2017: approximately HK$152.1 million). As at 31 March 2018, the Group
had non-current liabilities of approximately HK$3.3 million (2017:
approximately HK$4.4 million), and its current liabilities amounted to
approximately HK$28.6 million (2017: approximately HK$394.3 million),
consisting mainly of payables arising in the normal course of operation and
bank borrowings for trade financing. Accordingly, the current ratio, being
the ratio of current assets to current liabilities, was approximately 12.5 at 31
March 2018 (2017: approximately 1.3).

Gearing ratio

The gearing ratio of the Group as at 31 March 2018 was not applicable as
cash and bank balances exceeded interest-bearing bank and other borrowings
and obligations under finance leases.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The gearing ratio of the Group, calculated as net debt (being interest-bearing
bank and other borrowings and obligations under finance lease less cash and
bank balances) divided by the total equity plus net debt, was approximately
21.1% as at 31 March 2017.

Treasury policies

The Group has adopted a prudent financial management approach towards
its treasury policies and thus maintained a healthy liquidity position
throughout the period under review. The Group strives to reduce exposure
to credit risk by buying credit insurance on certain customers’ receivables,
performing ongoing credit assessments and evaluations of the financial status
of its customers. To manage liquidity risk, the Board closely monitors the
Group’s liquidity position to ensure that the liquidity structure of the
Group’s assets, liabilities and other commitments can meet its funding
requirements from time to time.

BUSINESS STRATEGIES OF THE GROUP

With continued political, economic and market uncertainties, the existing
business of the Group in manufacturing and sale of jewellery products has
seen a decrease in both revenue and gross profit. In the light of the
operations and financial position of the Group, the Group intends to explore
other possible business opportunities both locally and abroad while staying
on with its jewellery business.

The Group reckons that the food and beverage industry has proved more
resistant to impacts of changes in the macroeconomic environment and
offered good growth potential. Furthermore, the “One Belt, One Road”
initiative as proposed by the Chinese government is expected to boost
demand for an array of sectors in the region, which will also benefit the
development of the food and beverage businesses at large. The Group
therefore considers that possible business expansions to food and beverage
industry can enable it to better utilise its resources, mitigate the risks
involved in its existing business of manufacturing and sale of jewellery
products, and maximise investment returns for its sharcholders.

Moreover, the management team members of the Group have seasoned
experience and involvement in the food and beverage industry with all of
them holding senior positions in HNA Catering Holdings Co., Ltd. As such,
the Group considers that it possesses essential know-how and expertise to
enable its expansion into the food and beverage industry, which is expected
to help drive revenue for the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

Concurrently, the Group remains committed to maintaining its status as a
top fine jewellery manufacturer and exporter in Hong Kong by strengthening
its sales and marketing force, solidifying its presence in existing markets and
reinforcing market recognition of its brand name globally.

In the U.S., the Group continues to explore opportunities where the Group
believes would benefit from the integrated services it offers, providing a
wider range of styles and designs tailored for the market and adjusting its
production resources and capacity to better cater for the product lead time,
consumer preferences and festive shopping practices. In the PRC, the Group
will draw strength on its established corporate brand name and proven
design capabilities to increase resources in a bid to attract jewellery
wholesalers or chain stores which focus on the said market. The Group will
focus its sales and marketing resources on promoting its brand and products,
participating in selected trade exhibitions in the PRC, and allocating
sufficient design and product development resources to offer a wider range
of designs that are favourable to the Chinese consumers.

The Group believes its abilities to create new product designs and develop
innovative production techniques in response to market trends and
customers” preferences contribute to the success of its products. The Group
has been offering customers with a diverse range of products with appealing
designs at affordable prices, made with assorted kinds of precious metals,
diamonds and gem stones with various specifications in a bid to cater for a
broad bandwidth of market demand. The Group is also positive with the
food and beverage industry vibe. Backed by the “One Belt, One Road”
initiative, the Group is devoted to expanding into the new market that will
provide the Group with strong momentum for future growth.

Foreign exchange exposure

For the year ended 31 March 2018, the Group had monetary assets and
monetary liabilities denominated in foreign currencies, i.e. currency other
than the functional currency of the respective group entities, which are
mainly trade receivables, other receivables, available-for-sale investment, cash
and bank balances and trade and other payables and interest-bearing bank
and other borrowings. Consequently the Group had foreign exchange risk
exposure from translation of amount denominated in foreign currencies as at
31 March 2018. Since HKS is pegged to US$, the Group does not expect
any significant movements in HK$/US$ exchange rate. The Group is
exposed to foreign exchange risk primarily with respect to RMB. If HK$ as
at 31 March 2018 had strengthened/weakened by 5% against RMB with all
other variables held constant, the loss for the year attributable to the equity
holders of the Company would have been decreased/increased by
approximately HK$32,000 for the year ended 31 March 2018 (2017: loss
for the year attributable to the equity holders of the Company would have
increased/decreased by approximately HK$2.0 million).

The Group does not engage in any derivatives activities and does not commit
to any financial instruments to hedge its exposure to foreign currency risk.
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Capital structure

On 5 May 2017, the Company entered into the placing agreement (the
“Placing Agreement”) with First Shanghai Securities Limited (the “Placing
Agent”), pursuant to which (i) the Placing Agent agreed to procure not less
than six placees (the “Placees”) to subscribe 12,600,000 new shares of the
Company (the “Placing Shares”) at the placing price of HK$5.06 per share;
and (ii) the Company agreed to issue, and the Placing Agent agreed to
procure each Placee who subscribed for any Placing Shares to subscribe such
number of warrants as equal to such number of Placing Shares. On 16 May
2017, the Company completed placing of the Placing Shares. The Placing
Shares were allotted and issued to not less than six placees at the price of
HK$5.06 per share, representing approximately 7.30% of the issued shares
of the Company. Please refer to the announcements of the Company dated
7 May 2017, 16 May 2017 and 10 August 2017, and the circular of the
Company dated 26 July 2017 for further details.

The net proceeds from the placing, after deducting the placing fee, stamp
duty and other related expenses payable by the Company, is approximately
HK$62,476,000, which is intended to be used by the Company as general
working capital of the Group. As at 31 March 2018, no proceeds have been
utilised and the net proceeds remain available for the intended use.

Unlisted warrants

Pursuant to the Placing Agreement, the Company agreed to issue
12,600,000 unlisted warrants (the “Warrants”) at an issue price of HK$0.20
per Warrant. Each Warrant entitled the Placees to subscribe for one ordinary
share of HK$0.005 each at an initial subscription price of HK$7.00 per
share (the “Warrant Shares”) at any time within two years commencing from
the date of issue of Warrants. For further information, please refer to the
circular of the Company dated 26 July 2017.

Following obtaining the Shareholders™ approval of the issue of the Warrants
and the Warrant Shares at the extraordinary general meeting held on 10
August 2017, completion of the issue of the Warrants took place on 15
August 2017. Warrants of an aggregate amount of approximately HK$2.5
million have been issued to the Placees at the Issue Price of HK$0.20 per
Warrant. The Warrants entitle the Placee to subscribe for the Warrant
Shares at the initial subscription price of HK$7.00 each for a period of two
years commencing from the date of issue of the Warrants.

Save as disclosed above, there has been no change in the capital structure of
the Company during the year ended 31 March 2018. As at 31 March 2018,
the capital of the Company comprises ordinary shares and capital reserves.

Capital commitments

As at 31 March 2018, the Group has no capital commitments (2017:
approximately HK$2.6 million).
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