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MANAGEMENT DISCUSSION AND ANALYSIS
Review of 2000/2001 Business Strategies

In the year under review, the Hong Kong economy has steadily
recovered from the financial turmoil. According to statistics released
by the Hong Kong Tourism Board (“HKTB”), a continued growth of
tourist arriving Hong Kong has helped to speed up the revival of the
local retail industry. With prudent operating strategies and aggressive
development plans, the Group has been able to capture this growth
and achieve satisfactory operating results for the year.

Gold and Jewellery Operation

(1) Accreditation in Quality Control
Only by providing quality product and best services to our
customers would outstand the Group from its counterparts. The
Group is in the process of renewing its
Quality Tourism Services (“QTS”)
accreditation with the HKTB. QTS is a
certificate issued by the HKTB under
close examination of services rendered

by the organization, and with annual
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renewal policy for continual assessment. ERBEERE

(2) Innovative World Class Product Design
In order to move up-market and to render increased value-added
services, the needs to have innovative designs and to invest

more in jewellery design capability are of great importance.
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In view of this, the Group’s designers have integrated their BRRY - AEBESHRETAMEESA
creative minds and designed a series of innovative products. HEWER S REt T —RVEHMER - EF
These include festive products for different important days of BE  BEAHBBENEMNEE TR TE
the year; ICE collection for the young and trendy generation MEEHTF  [ICEE R DA FEEF
and the men’s collection. mEH R URERBUEMBHIBELTR
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The Third International South

Sea Pearl Jewellery Design
Competition

Earning Section: Silver Award —
“Balloon”
FE=EBR R E R
LEEREIRAEIRHE : Balloon

2nd Hong Kong Jewellery Design
Competition

Entry Award — “DNA”
E_EEBRER L EARR

1S 8E1Em - DNA

During the year, the Group’s designs gained applauses in BE—F - REEWERET DRI K B
numerous local and international jewellery design competitions. BEREFTLLEPESLZELE - Hh[EAN
Amongst all, “Octopus” has won the Gold Virtuosi Finalist in the B4 (Octopus) | ERMIBHRE X R~ 2 H
“World Gold Council Jewellery Design Awards 2000”, which is K= S MR IRE R AT AR P RERR
considered to be the “Oscar Award” in the Jewellery Industry. EAEE - \PEE - AUEK-
Year 2000 20004 :
e World Gold Council International Jewellery Design Awards o [ESCHMBEBRKERTAE
2000
Gold Virtuosi Finalist — “Octopus” R E A B S — (42 R B4 (Octopus) |
e 2000 Grand Competition of Taiwan & Hong Kong Jadeite o [EZJE2000/8 & B2 E MR AE]
Jewellery Design
Finished Product Section: Creative Idea Award — “Square” TR EMA + BIE 8 — [Square]
Finished Product Section: Creative Idea Award — [ 45 % | TEREmAR - BB S — [
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The Buyers’ Favorite Diamond Jewellery Design Competition

2000

Ring Section: Gold Award — [1512]

Ring Section: Award of Merits — [/03 4]
Earring Section: Bronze Award — [/&1t |
Set-item Section: Silver Award - [77 ~ [E

Set-item Section: Bronze Award — [£]%

Year 2001

2nd Hong Kong Jewellery Design Competition

Best Show - “Flashing”

Entry Award — “DNA”

Entry Award — “Diamond Power”
Entry Award — “Net World”

The Third International South Sea Pearl Jewellery Design

Competition

Necklace Section: Gold Award - “Cinderella”

Earring Section: Silver Award — “Balloon”

Others Section: Bronze Award — “Fascinating Net”

3) Stringent Cost Control

The rental cost amounted to an insignificant 3% to 4% of the
Group’s turnover. The Group continues to obtain favorable rates

from landlords this year. Advertising and promotion expenditure

amounted to about 1% of turnover.
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(4) Dynamic Brand Building (4) DIEET - BRER

Branding is undoubtedly a long-term strategy to increase the BUmEESERANKSEELEENKER
intangible value of the Group. Therefore, the Group adopts the REE o MUt - AEBHAAUINEKREE
strategy of providing technical support and consultancy services EH B A TR E P IR BT S R R R R AR 7S -
to certain jewellery retailers in the People’s Republic of China MEMKRERNEIEYE BN EHRE MRt —
(“PRC”) which operate under the trade name “Luk Fook ERMEERY - fHEIBTES KES AR
Jewellery”, and in return these retailers promise an advertising B o

budget on promoting the brand name of “Luk Fook Jewellery”.
The result is satisfactory.

Securities Operation BHEK

The Group believes that securities brokerage and the jewellery AEBREFEARENKEEENBETHYEEE
business share a similar customer base in that consumers undertake ~ BSEERERBEMNAL - BULSEEBEESK
both activities for investment purposes. Luk Fook has taken along- B EG1EH RGHETE -

term view towards its securities brokerage operations.

Stock market was persistently stagnant during the year as ~ BREMSRAFEANEQARBEARE TRIMEFE
transaction volume generated by retail trade dropped. Furthermore, Tk » M&&E A EIEERE IR ERNEEPLER - /)
the securities brokerage industry is undergoing a consolidation stage % 2 & 4517 EEERERIH 5 -

where keen competition exists among small-to-medium sized

brokers.
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Portal Operation

The website, jewellworld.com, is designed for business to business
purpose which formed an online trading platform for suppliers,
wholesalers and retailers of the gold and jewellery industry. In this
technology dominant era, the Group addresses and captures every
opportunity to add value to our business associates and portal
subscribers. The portal is a long-term plan for the Group to penetrate
into the PRC market and pave the way for exploring jewellery markets
worldwide.

Liquidity and Financial Resources

The Group’s core business is gold and jewellery retailing. As at 31st
March 2001, the Group’s cash on hand reached approximately
HK$94,635,000. The Group’s gearing ratio at the year end, being
the proportion of total debts of approximately HK$112,456,000
against total shareholders’ equity of approximately HK$456,283,000,
was 24.6%.

The Group’s income and expenditure streams are mainly
denominated in Hong Kong dollars.

Capital Expenditure

The Group has acquired a property in Jordan at the price of
HK$1,200,000 with a view to further enhancing the business
operations of the retail shop on the ground floor of the same building,
and to avoid the need for renting a store room. The Group has
decided to acquire the property with a larger area for use as a store
room and a staff quarter. The Group also invested in new retail shops

decoration amounted to approximately HK$9 million during the year.

Employment, Training, Development and Remuneration Policy
As at 31st March 2001, the number of staff of the Group in Hong
Kong was approximately 616. The Group has established a training
center in Mong Kok which focuses on customer services training.

Remuneration policies are reviewed and approved by management
on a regular basis. Remuneration packages are structured to take
into account the comparable level of the market. Bonus and other
merit payments are linked to successful performance of the Group
and performance of individual employee. The policy is to encourage
employees to optimize business performance by providing them
financial incentives.
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