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DATE:	31.AUG.2022	
	

Executive	Summary:	

OVERVIEW:	

When COVID-19 was confirmed in Hong Kong in January 2020, the economy fell rapidly, 
almost every business activity was impacted, and the retail industry faced its most challenging 
period. Stelux Holdings International Ltd was founded in 1985 as a pioneer in introducing the 
multi-brand concept chain store in Hong Kong. However, in the past two years, their business 
has declined dramatically due to this disaster. 

OBJECTIVE:		

This report's primary objective is to perform an in-depth analysis of the financial statements. It 
overviews the most influential economic analysis strategies, methodologies, and techniques. The 
report includes: (1) the income statement, (2) the balance sheet, (3) the cash flow statement, and 
(4) the rates of return. 

PROPOSED	SOLUTION:		
 
We recommend STELUX to develop a VR mobile application designed to boost sales and 
compete with two of their counterparts. It is anticipated that this improved business strategy will 
enable the group to accelerate sales growth and delivery soon.   
 
CONCLUSIONS:	
 
It is anticipated that this improved business strategy will enable the Group to accelerate sales 
growth and delivery soon.   
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1. Introduction:	
A financial analysis examines the organizational structure, activities, expenditures, and other factors 
affecting business performance. Financial accounting aims to determine whether an entity is reliable, 
financially secure, cash-flow positive or generating sufficient profits to justify a capital 
expenditure. Performing these analyses within an organization can assist investors in planning for the 
future or analysing previous performance. In addition, it assists investors in identifying the most promising 
prospects. There are two types of financial analysis: elemental analysis and statistical analysis. Financial 
statements and ratios are used to calculate accurate market prices. Statistics emphasize the price of 
security rather than its changes in value over time as the basis for determining its value. (CFI Team b, 
2022)  
 
This report's primary objective is to perform an in-depth analysis of the financial statements. It overviews 
the most influential economic analysis strategies, methodologies, and techniques. The report includes: (1) 
the income statement, (2) the balance sheet, (3) the cash flow statement, and (4) the rates of return. 
(Tuovila, 2022)  

1.1. 	Company	Background:	
The Stelux Holdings International Ltd (0084HK) was founded in Hong Kong in 1963 as a manufacturer 
of stainless-steel watch components exported to Europe and Japan. STELUX grew during the decade 
following, and in 1972 it was listed on the Hong Kong Stock Exchange. STELUX (2022). 
 
Furthermore, STELUX performs a wide range of business activities, including renting real estate, 
managing parking lots and storehouses, providing real estate consulting services, and providing other 
managerial services. It has offices in Singapore, Malaysia, Macau, Thailand, Switzerland, and the 
Bahamas, in addition to Hong Kong.  

1.2.	 	Operating	Business	Overview	(Products	&	Services	and	The	Sales	Market):			
Stelux Holdings International Ltd. was originally a manufacturer of watch components. Since 1985, the 
company has been engaged in the retail and trading of watches. As part of its acquisition of the concept 
of multiple-brand chain stores, CITY CHAIN offers a wide variety of fashionable watches. As a 
manufacturer, STELUX has also launched its own brands, including Universal Geneve, Catena, Solvil et 
Titus, and CYMA. Apart from this, The STELUX Group also merged with the Thong Sia Group in 2005. 
Thong Sia is the sole distributor of SEIKO watches and clocks and the premium line GRAND SEIKO in 
Hong Kong and far east Asia of five decades. This merger was done with the purpose of increasing the 
watch's share of the retail market. SHI is operating 34 retail shops under CITY CHAIN and SEIKO flag 
ship store in Hong Kong.  
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1.3. 	Today's	Business	Environment:			
 

 
 
Figure 1. Shows the revenue of the watch industry from 2014 to 2022 and forecasts the revenue changed from 2022 
to 2026 in Hong Kong in U.S. Dollars (Statista, 2022). 

 
US$3.78bn will be generated by revenue in the Watches market. The market is expected to grow at 
7.00% per year (CAGR 2022-2026). Globally, most revenue is accrued in China (US$15,770.00m in 
2022). In line with the population statistics, incomes per habitant of US$0.50k are predicted in 2022. By 
2022, mass-market watches will contribute 52% of watch sales.  

We can see from the table that COVID-19 has significantly impacted. The overall retail market at the year-
end of 2019 has a steep V-shaped decline to 2020, especially in the Watch and Jewellery 
sectors. Its tourism-driven sales disappeared entirely due to a ZERO COVID policy restricting tourists' 
arrivals.  

Compared to 2014, it performed dramatically better in 2020, scoring even higher than in the previous 8 
years. In 2021, the performance is still better than in 2019, despite a slight drop. Consequently, two 
factors contributed to the results: the ZERO COVID policy, which restricted tourist entry, and also limited 
Hong Kong citizens were travelling overseas comfortably. Thus, they have left extra money to spend on 
luxury watches on the market.  

Also, a number of people have excess cash from the government's redemption scheme (Consumption 
Voucher Scheme, 2022) and retailers have launched marketing plans (City Chain, 2022). to boost sales 
for mass-market watches. (the market price is less than HKD 10.000). 
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1.4. Company	Structure:				
According to the annual report, employee expenses (including salaries and allowances, pension 
and other costs) totalled 181.27 Million for the year ended 2022. 62 per cent are females, and 92 
per cent are full-time employees. 72 per cent are aged between 18 and 44, and less than 9 per 
cent aged above 55. Furthermore, 60 per cent of employee turnover in the age group of 18 to 34 
came from the frontline. STELUX also provided an average of 13 hours of training per staff 
member to ensure the customers enjoyed the shopping experience. Covid-19 caused a decrease 
of 41% in staff in 2022, from 1550 in 2019 to 910 in 2022. See Appendix F.  

1.5. Research	Comparison	Company	Information:				
To conduct this analysis, data were collected from three organizations to compare Selux Holdings 
International Limited (0084HK), Emperor International. Holdings (1633HK) and Oriental Watch 
Holdings (0398HK).  
 
As shown in the following table, all three corporations above operate similarly, and their size, 
organization, and segments are identical. Thus, a comparative financial management analysis is 
undertaken for the three companies mentioned as follow:  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

*1 See Appendix A. 
*2 See Appendix B. 
 

2.	 STELUX	‘s	financial	analysis:			
An analysis of Selux’s financial reports is provided in this section. The six areas are based on 
the economic structure, compensation & ability to pay, performance capability, return on 
investment, future growth, and market price & return of stocks. We calculated the risk associated with 
three companies and the relevant average industry and provided references to support our calculations. 
Provide Balance Sheet/Income Statement (See Appendix E) and Schedule 5-financial ratio analysis table 
(K.C. Woo, 2022).  

2.1.	 	Listed	Company	Bankruptcy	Index	Z-Score	Analysis:		
The purpose to use Altman’s Z-Score to provides a rapid and unbiased method of assessing bankruptcy 
risks. (Altman, 1968). An organization with a Z-Score of less than 1.23 is at high risk of bankruptcy. Z-
Score between 1.23 and 2.99 represents a grey area. If a company’s Z-Score is higher than 2.90, the 
company is unlikely to become bankrupt.  

ref. Sheet 10 Sheet 11 Sheet 12

!"#$%&'()%#* Stelux Hldgs Int. Emperor Int. Hldgs Oriental Watch Hldgs

(Stock number) 0084 0163 0398

Business Nature

Market value*1 (HKD) 58.60M 2,648M 2,164M

PE*1 N/A N/A 6

Market area  I n  HK  I n  HK  I n  HK

Number of Stores*2 34 30 11

Watch Retailing
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Note 1：March 31 closing value by dividend and stock split adjustment. See Appendix D. 
Z-Score =1.2*A + 1.4* B + 3.3* C + .6*D + 0.999* E 
A = Working Capital/Total Assets. 
B = Retained Earnings/Total Assets. 
C = EBIT / Total Assets. 
D = [(Stock value x Total number of stocks)/RMB&HKD ex rate]/Total Liabilities]. 
E = Sales/Total Assets.  

 
The above table analysis of listed companies’ bankruptcy index shows that Selux’s three-year Z-Scores  
are all below 1.23, which indicates a high risk of bankruptcy, symbolic its financial weakness. In contrast, 
Emperor has a Z-Score of 2.12, which is in the grey area, while Oriental has the best Z-Score of 3.62. is 
the most healthiest among three organisations.  
 
2.2.	 	Financial	Structure:				

 
Fixed Assets to Long-Term Liability Ratio, also known as a debt-to-asset ratio or debt ratio, 
determines how much of an asset's worth has been covered by debt. The higher the ratio, the greater the 
financial threat. 
 
Compared with the two competitors, their debt-to-asset ratios have averaged 32% and 33% over the last 
three years. Investing portfolios tend to favour A debt ratio of 30% to 60%. Consequently, investors 
profited from these two companies. In contrast, STELUX displays 1,086%, which is 32 times the 
average; this indicates a high financial risk. (Ahern, 2022) FA/ (LTL + E). 
 
Current Liability to Net Asset Ratio for an organization is its capacity to pay off its loans. An 
organization with a healthy liquidity ratio exceeds 1, signalling it is financially stable and unlikely to 
encounter financial difficulties. 
 
A negative 3.59 ratio has been recorded over the past three years for STELUX's Current Liability to Net 
Asset Ratio. After dropping to minus 4.12 in 2021, the ratio climbed by almost 90% to minus 3.25 in 2022; 
negative ratios continue to exist. Hence, for every HKD1 of current liabilities, the business has minus 
HKD3.59 in current assets. Despite their ratio was not greater than 1. It is still more favourable for 
investors to invest in the other two companies than in STELUX. (Indeed, 2022). CL/Net Asset.  
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Current Liability to Stock Ratio measure a company's ability to pay off its debt. Cash ratios above 1 
enable an organization to pay off all short-term liabilities and maintain reserves. Conversely, a higher 
percentage could signal that funds are not utilized effectively since they could be used in more lucrative 
opportunities instead of earning risk-free returns. (FreshBooks, 2019). 
 
City Chain retail prices are more affordable, not included Grand Seiko, reflected the Liquidity Ratio 
performed significantly better. Maintaining a low inventory of fashionable watches is easy, consequence 
in a remarkable Liquidity Ratio. CL/ Inventory. 

2.3.	 Paying	Debt	Ability:	

 
The main liquidity ratios for a business are:   
 
Current Ratio evaluates an organization's ability to discharge its debts that will mature in the next 12 
months. It is determined by its current ratio. This ratio compares the value of total CA over total CL. This 
reflects the economic condition of an organization and how it utilizes cash flow to pay off liabilities and 
receivables. In addition the current ratio of less than 1 shows that an organization is at risk of having 
trouble covering its future liabilities. While ratio greater than 1.50 usually reflects sufficient cash flow. (CFI 
Team c, 2022). 
 
The current STELUX ratio was 0.72, which was 28% below average. It also did not have adequate cash 
to pay off the company's short-term obligations. In contrast, the other two companies recorded 4.19 and 
6.42; the current ratios were too large, leaving surplus funds rather than pursuing expansions.  
CA/CL. 
 
Quick Ratio measures an organisation's capacity to cover its present debts with its available cash. A 
larger quick ratio indicates an organisation's proven ability and stability to pay. An organisation with a 
quick ratio equal to or greater than one has sufficient cash to pay off its obligations promptly.  
(CA-I)/CL. (Kibet, 2022). 
 
Cash Ratio also known as cash to equity ratios, indicate how much money an organization can pay its 
future obligations. A cash ratio is a tighter, more cautious measurement than working capital ratio or acid 
test. In the valuation, only liquid assets are taken into account. 
 
A ratio greater than 1 indicates that an organization can cover its obligations with current assets and still 
have leftover funds. Investors like to see a high cash asset ratio, which means an organization can repay 
its loan quickly. In general, a percentage of not less than 0.5 to 1 is ideal. Due to only current assets, the 
cash ratio indicates an organization's financial health. However, there is a risk that the cash ratio won't 
accurately assess an organization since it's unsustainable for organizations to have too much money. 
(CFI Team d, 2022).  
 
STELUX's Cash Ratio was 0.17, indicating it did not have enough cash. The Emperor performed well in 
this area of 1.04, whereas the Oriental retained too much money. CASH/CL. 
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The main leverage ratios are:    
 
Total Debt Ratio is obtained by subtracting total debt from total assets. A high ratio indicates that assets 
are being funded predominantly with loans, rather than investments, and is a haphazard strategy for fund-
raising. STELUX with 69% debt ratio, and the others not over 30%, indicated that the company funding 
majority by loans. TL/TA. (AccountingTools, 2022). 
 
Debt/Equity Ratio is calculated by dividing the total amount of debt by the total amount of equity. The 
intent is to see if funding is coming from a reasonable proportion of debt. Lenders like to see a large 
equity stake in a business. TL/TE. (Fernando, 2022). 
 
Long-Term Debt Ratio*(Financing) analysts estimate the company's ability to meet long-term 
obligations. It takes place annually, as most companies' balance sheets are published at the end of each 
calendar year. Identify a business's debt pattern by evaluating the change in its long-term debt ratio over 
time. To compare with the average industrial company 11%, STELUX has 15% of long-term debt per 
dollar in assets. LTL/TE. (Carbon Collective, 2021). 
 
Equity Multiplier (Em) is an accounting ratio that calculates how much of a business' assets are funded 
from shareholders' contributions. When the Em is low, it indicates that a business is relying more on 
equity and less on financial borrowings to support its investment in assets; in construct business with a 
high Em are commonly perceived as safer as a lower debt obligation is possible. 
 
STELUX showed that a high equity multiplier illustrated its smart acquisition approach that enabled it to 
invest in assets at a lower cost than others. TA/TE. (Nickolas, 2022) 
 
Total Debt/Fixed Asset Ratio is a metric of debt-to-assets ratio that evaluates the ratio of liabilities (both 
short-term debt and long-term debt) to the company's accumulated assets. When an organization's debt-
to-assets ratio is greater than one, it indicates that it has more obligations than assets. On the other hand, 
vice versa. 
STELUX and ORIENTAL both had total debt to asset ratios of around 1.30, while Emperor's was lower at 
35%. By this analysis, we found that several among of assets were raised by obligations. As a result, 
Emperor was the safest company among the three. TL/FA. (MasterClass, 2021)  
 
Time Interest Cover Ratio is obtained by dividing income before interest and taxes by interest expense. 
The purpose is to examine if a business can at least pay off its interest payments over time. A loan 
balance may not be settled even if it is not reimbursed. If a loan is expected to mature into a new loan, 
this mechanism works well.  
 
STELUX has a negative 44% liquidity ratio, indicating that it has a high probability of bankruptcy. 
EBIT/Interest. (Hayes b, 2022). 
 
Cash Coverage ratio is a metric that evaluates a company's capability to cover its liabilities with its 
available cash to assess a company's liquidity. 
 
With a cash coverage ratio of 1.36, STELUX can cover 136% of its debt. In contrast, Emperor was 45 
times and Oriental was 70 times higher.  
(EBIT + Depreciation + Amortization)/Interest. (Indeed, 2021).  
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2.4	 Operating	Ability:						

 
 

The Major Operating Efficiency Ratios are:  
 
The Inventory Turnover Ratio is a metric of how frequently inventory is traded and restocked over a 
specified period of times. It indicates that the organization traded the merchandise it acquired minus any 
products ruined due to defects or decrease. Companies that are successful generally undergo several 
inventory turnovers each year, but this varies from industry to industry and product category to product 
category. Fast Moving Consumer Goods generally have a very fast turnover rate, however very pricey 
goods, for instance, Rolex watches and Hermès leather goods, tend to have long delivery times and a 
limited supply annually.  
 
The inventory turnover days of  Selux are almost the same +/- one day of 257days, which is 110 days 
shorter than Emperor and 0.9% longer than industrial average 232days, as Oriental demonstrated a 
phenomenal performance 72 days.  
Inventory Turnover Ratio = 365/(COGS/INVENTORY). (Jenkins, 2022). 
 
Average Collection Period measures the duration it takes for an organization to receive payments owed 
by its clients, in the context of accounts receivable (AR). Companies use average billing cycle to meet 
their financial commitments.  
It indicates that Selux's collection period over the past 3 years, the average is 68 days. This corresponds 
to the normal average 45 to 75 days (page 152, Dr Mo). and was slightly longer than the industry average 
of 35 days.  Receivable Ratio = 365/(SALES/AR). (Kenton, 2022).  
 
Creditor’s Ratio is a calculation of the debt that a company owes to its suppliers at the end of its credit 
period. This ratio represents the debt the creditor owes to its suppliers after repayment and the average 
daily transactions of the creditor.  
 
The data reveals that the 7 days of Emperor had the shortest duration, which was five times shorter than 
the industry average. Oriental was approximately the same as the average, while Stelux was nearly half a 
month longer than the average.  
Creditor’s Ratio = Trade payables x 365/COGS. (CFI Team (2022). 
 
Cash Flow Statement Analysis are:  
 
Operating Period defines as the number of days it takes for a business to receive, sell the merchandise, 
and collect the proceeds from the sale of the merchandise. Businesses rely heavily on this cycle to 
evaluate their performance.  
 
In last two years, Selux recorded two weeks longer compare to 19/20 season with a timeline of 330 days, 
and nearly two months longer than industrial average. On the other hand, Emperor did the most poorly, 
took nearly 4.5 months longer than the average. The cash returned in 92 days with Oriental is still the 
most favourable of the three companies. 
Operation Ratio = Inventory Periods(Ratios) + Receivable Periods(Ratios) (CFI Team a, 2022). 
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Cash Period as a measure of cash flow from sales describes the time (counted in days), it requires for a 
company to turn its stocks into revenues. By measuring this ratio, the organization is able to determine 
how long it takes to sell its stock, acquire debt, and cover its expenses.  
 
In 21/22, Selux did well with a timeline of 259 days. Nearly two weeks faster than the previous two years 
and catching up with the industrial average of 232 days. Despite the fact that Emperor 375 days was the 
longest, it continues to lag behind the other two. Oriental continues to offer the most competitive cash 
return in 52 days. Cash Period = Operation Periods(Ratios) - Payment Periods(Ratios). (Hayes, 
2022). 
 
The Asset Turnover Ratio is used to analyse the relationship between a business's monetary earnings 
and its investments. By analysing this ratio, it can identify how successfully a company is using its 
resources to increase profits. Generally, Total Asset Turnover is smaller than one or 100 percent when a 
company has substantial fixed assets.  
 
The turnover of Selux's total assets over the last three years has remained stable at around 57%, while 
compared to others in the industry, which is the lowest at 86%.  
Total Asset Turnover = Sales/Total Assets. (Hayes a, 2022). 
 
2.5.	 	Profitability:			

 
Rates of Return and Profitability Analysis: 
 

Gross Profit Margin measures an organization's efficiency by analysing its revenue after deducting the cost of 
goods sold (COGS). Gross profit margin is commonly calculated as a ratio of sales. As a percentage of turnover, 
gross profit margin demonstrates how efficiently organisations generate sales revenue. It allows businesses with 
different incomes to be evaluated more effectively.  
A gross profit of 30% is generally considered positive. There were, however, three companies that 
recorded above 30%. The relatively low retail price of STELUX makes it the most competitive in this area. 
(Sales - Cogs)/Sales. (Bloomenthal, 2021). 
 
Net Profit Margin is the percentage of revenue earned. Organizations or industries measure it by the 
ratio of their net profits to their revenues. The value is commonly represented as a percentage, but can 
also be expressed numerically. It measures what percentage of an organization's revenue is converted 
into profits.  
In the last 3 years, STELUX had a negative ratio (minus 22%), while other companies recorded 19% and 
23%, meaning others were financially healthy and STELUX was not good enough. 
Net Income After Tax/Sales. (Murphy a, 2022). 

EBITDA Margin illustrates a company's profitability as a percentage of its profit. In accounting, EBITDA 
stands for earnings before interest, taxes, depreciation, and amortization. By comparing a company's 
EBITDA margin with its competitors, one can analyse its performance. In addition to focusing on the 
fundamental factors of a business, EBITDA assesses cash flow and revenue. Generally, an organization 
has a high EBITDA margin, its total costs are generally meagre as a percentage of its total income, 
whereas the expenditures are substantial.  
 
EBITDA margin of an organisation over 10% is positive; however, the SETLUX’s recorded an opposite 
result of minus 10% in average 3 years, obviously came from minus 36% in 19/20, although it has 
gradually improved to 5% and 0% in the following two years, which is still far from behind the peer. It’s 
reflected that suffered from some managerial challenges and managed company inefficiently.  
(EBIT + DA)/Sales. (James Chen, 2022). 
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2.6.	 	Growth	Capacity:			
 

 
 

Market Capitalization describes how much a business is valued as reflected by the stock market. It is 
defined as the total market value of all available stocks. Market Cap is frequently interpreted as the size 
of an organization, then benchmarks the organization's financial status to competitors of similar scales. 
The Comparison Companies are similar, however the business performance of STELUX was not as good 
as others. Price Per Shares X No. Of Shares. (Fernando a, 2022). 
 
PE Ratio, the price-to-earnings ratio measures a corporation's share price to its revenue per share. A 
higher P/E ratio indicates that the corporation is overvalued, in other words, that stockholders are 
anticipating aggressive ROI soon. The negative ratio of STELUX reflected the market won’t see any 
future of it compare to others. Price Per Share/Earnings Per Share (Np/No. Of Share). 
(Fernando b, 2022). 
 
Market To Book Ratio allows investors to estimate a stock's value by comparing the company's book 
value to its market value. A higher book-to-market ratio implies that the market is offering the company's 
shares at a discount according to their book value. A market-to-book ratio over 1 indicates that the 
organization's stock is overvalued. A ratio lower than 1 implies that it could be undervalued; the contrary 
is true for the book-to-market ratio. STELLUX is 4.5 times overvalued, it must take notice. 
Market Value Per Share/Book Value Per Share. (Kenton a, 2022). 
 

ROE: It represents the return on net assets. It is a ratio of business performance determined by dividing 
net income by shareholders' equity. The shareholders' stake = an organization's assets less its 
obligations. 
 

In the watch retail industry, ROE above 25% represents a sound investment. The Orientals are 
phenomenal in 83% of cases, but STELUX has had negative ratios for the last 3 years. , therefore the 
operation must be changed before it is too late. ROA X 1. (Fernando c, 2022). 
 
Self-Sustainable Growth Rate is the maximal rate of development that a business can sustain without 
adding extra equity or debt. Essentially, it is the rate at which a business can expand while using its own 
internal resources without requesting funds externally. STELUX’s 34% SSGR is relatively safe compare 
with others. Reserve/Equity. (Murphy b, 2022). 
 

 
 
Sales Growth Ratio is a metric to calculate the change over time in each value in percentage. It is generally used to 
analyse managerial performance, and ROI. As a result, benchmarking an organisation’s current performance and to 
anticipate its potential growth. 
Stelux recorded tremendously before the impacted of COVID-19 which benefit from the sales from the tourists from 
China, however, the opposite growth(lost) to minus 32%, and gradually picked up to minus 2% in 21/22 financial year. 
Emperor didn’t have much influence of it, had outstanding 49%. 
(New Sales- Old Sales)/Old Sales. (Chen a, 2022). 
 

Ultimate Growth Rate. 2% (NEWS.GOV.HK, 2022). 
 

EBITDIA (%) is a calculation of a company's profitability, so the higher is better. STELUX recorded only 3%, which is 
far behind than others. (EBIT +DI +A)/Sales in % (Johnson, 2022). 
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3. 	STELUX	‘s	Corporate	Governance	assessment:		
 
A Corporate Governance Assessment enable organisations to display their transparency and ethical 
performance to shareholders, bankers, authorities, customers, and insurance firms. An unbiased expert 
inspection can help satisfy shareholders' concerns and demonstrate the corporation's commitment to 
ethical or appropriate corporate governance. As a result, this can enhance investment costs and share 
prices, since well-governed organizations are able to leverage the high-value shareholders who intend to 
invest in strong governance. (DNV, 2022).  
 
Governance policy and business ethics:  
To sustainably safeguard the Group's performance and shareholders' interests, STELUX believes that 
enacting appropriate legislation and regulations is essential. Code Provision D.3.1 applies to corporate 
governance committees. The Corporate Governance Committee met to assess alignment with Code 
Provisions and transparency in the Corporate Governance Report. In addition, the Board is responsible 
for identifying and managing ESG-related risks, also recognizes global responsibility for ESG concerns. 
 
Risk management processes: 
Financial Risk Management includes foreign exchange, interest rate, credit, and liquidity risk and Capital 
management Risk management policies are reviewed and agreed upon by the board, audit committee 
and risk steering committee. 
 
Investing rights and relationships: 
Interaction with shareholders and investors is paramount to STELUX. Publishing material relevant to the 
Group and its official website: www.stelux.com, facilitates timely and comprehensive information 
exchange. Annual General Meetings serve as a platform for direct communication between the Board and 
shareholders. External auditors, senior management, and all directors will try to attend the AGM. 
However, due to COVID-19 restrictions, a hybrid AGM was held in 2021. Any concerns can be sent via 
email or by writing to the Company Secretary. 
 
Reporting, audit, and verification: 
RSM Hong Kong (RSM, 2022) is responsible for reviewing the consolidated financial statements as of 31 
March 2022, and verifying all reports provided by HKICPA. HKFRSs consist of "HKFRS”; “HKAS”; and 
their interpretations. 
 
Board structure and management: 
The Board at present has a total of 6 members; two executive directors, one non-executive director and 
three independent non-executive directors (with a female independent non-executive director). 
 

Joseph C. C. Wong (Chairman and CEO) 
 

Suriyan Joshua Kanjanapas (non-executive director) (appointed from 20 October (appointed from 20 October 2021) 
 

Wallace Kwan Chi Kin (executive director and CFO) 
 

Agnes Kwong Yi Hang (independent non-executive director) 
 

Jeff Ho Chi Kin (independent non-executive director) 
 

Ricky Lai Kai Ming (independent non-executive director) 
(appointed from 31 August 2021) 
 

Lawrence Wu Chi Man (independent non-executive director) 
(retired on 31 August 2021) 
 

Note: In accordance with Bye-law 110(A), all non-executive directors of the Company serve for three years, or until 
they are removed by rotation. Directors, including those nominated for a specific term, must resign by rotation every 
three years under Code Provision A.4.2. Code Provision A.4.2 requires all directors to step down. As defined in the 
Company's Bye-Laws 110(A), one third of the company's directors, except the Chairman and CEO, must step down 
at an annual general meeting by rotation. 
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Board and executive compensation:   
 

 
 
The Group operates in Hong Kong under the following crucial and essential employment and workers' 
regulations: 
• Employment Ordinance (Cap. 57) 
• Employees’ Compensation (Cap. 282) 
 
Director contracts are not terminated by the employer within one year without payment of wages (other 
than mandatory benefits). 
Ownership structure and control: 

 
 

Note: MR. Joseph C. C. Wong, Chairman and CEO, holds over 52.49% of shares worth $549.34 million 
according to the director report, as the majority shareholder (Mitchell, 2020). He has the right to direct the 
company's direction. 
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Return on Assets (ROA after tax)                                  Return on Equity (ROA after tax) 
Net Income After Tax/Total Assets.                            Net Income After Tax/Total Equity. 
An organization's profitability can be measured by ROE and ROA.  
Risk/liabilities are considered in ROA, while they are not in ROE. (Ryan Fuhrmann, 2022). 
 

4. Investment	project	assessment:		
STELUX plans to develop a mobile virtual reality (VR) application (APP) this year that will cost 5 
million in Hong Kong. See Appendix K. To operate the proposed project, the group will invest 300 million 
into a long-term property, which is going to use for 50 years. Include 1 million renovation, the initial cost 
will prepare 306 million. (reference to 5% of HKD586 million for revenue in 2021/22). To assess the 
investment, we will use different financial ratios to evaluate the project, including Net Present Value 
(NPV), Accounting Rate of Return (ARR), Payback Period (PBP) and Internal Rate of Return IRR.  

		4.1	 	Project	Items	Basic	Information:								

 
 

*Application Cost breakdown. See Appendix G. 
*The value of Building (New Office for the proposed project) refers to the 21/22 fair value measurement of 
a commercial building. See Appendix F. 
*Decoration includes Furniture & Fixture; assume 1 million, which is 20% of the mobile app development 
cost. 
*This new project will be 100% operated by Setlux, so that direct sales will be 100%. 
*The final growth rate of 2 per cent corresponds to the government's inflation rate. See Appendix C.  
 
We are planning to open a new office in San Po Kong at the Maxgrand Plaza, 27th floor, No. 3 Tai Yau 
Street, approximately nine minutes from the company's headquarters at Stelux House 698 Prince Edward 
Road East San Po Kong Kowloon Hong Kong. The site has an approximate area of 304,371 square feet, 
and the sale price is $15,070, which is $31.29 million. Our target price is 30 million, so we will negotiate to 
achieve that amount. A department will use this newly constructed office to run the mobile application 
project. See Appendix I.  
 
No cash will be involved in the proposed VR mobile app project; customers will use credit cards or other 
online payment gateways such as PayPal, Alipay, or Apple Pay to settle transactions. 
 
4.2	 	The	First	Year	Calculation	of	Sales:				
In projections, we assume that the revenues generated by generating new sales through mobile 
applications will make up 70 per cent of the HKD692,507,000 revenue in 2021/2022. As a result, 
this project will generated HKD487,754,900 in total. 
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	4.3	 	Computing	Tax	Cost	Calculation:			
 

 
Note 1: profit after 5 year would be using ultimate growth rate as mentioned in 4.1 

 

4.4	 	Cash	flow	Calculation:					

 
*Expenditure 1: Working Expenditure (thousand in HKD) 
*Expenditure 2:  Annual Decoration Cost (thousand in HKD)  
 

5. Capital	Budgeting:	
 

Capital budgeting is a method to estimate the ROI of a proposed plan. Payback Period (PB), Internal 
Rate of Return (IRR), and Net Present Value (NPV) commonly used to evaluate investment. 
 
PB refers to the amount of time needed for an organization to earn revenue to offset capital expenditures.  
 
IRR represents the potential earnings on an investment. Financially sound investments have an IRR 
better than the minimum return. 
 
NPV is probably the most appropriate of the three metrics for determining whether the investment was 
worthwhile compared to similar projects. Pinkasovitch (2022).  

5.1 ARR	and	NPV	Calculation:	
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TOTAL INCOME FOR 50 YEARS 1,367,245.67   
AVERAGE PROFIT (A) 2,744.91             
INITIAL COST (B) 306,000.00       
ARR (A/B) 8.94%

ARR

WACC 2.53%

Year Cashflow PV Cashflow PV

INITIAL COST (B) 306,000.00       

1 (1,055.25)            (1,029)       6 to 10 87,517.90     

2 2,724.71             2,592        11 to 20 203,310.66  

3 6,882.67             6,386        21 to 30 247,834.56  

4 11,456.42          10,367     31 to 40 302,108.95  

5 16,487.55          14,551     41 to 50 368,269.12  

309,394.87  NPV= (WACC,ALL CASHFLOW for 50 yrs.) Less INITIAL COST:

NPV
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5.2 Payback	Period	and	IRR:		
 

 
Notes: Payback is 20 Years and One Month                
           IRR is 5.7%                        
           PI is 2.01 

5.3	 	New	Project	Appraisal	Methods	for	Analysis:		
 

§ ARR 8.94% In general, the higher the ARR, the more promising the investment. ARR is the sum 
of all subscription revenues for a specified period. The more recurring revenue generated, the 
longer the business can continue to grow. In this proposed VR mobile, it will generate 8.94% 
annually for 50 years. 

 
§ Payback Period is 20 Years and 1 Month. According to the above analysis, the VR mobile 

application will pay for itself in 20 years and 1 month. The net present value of this investment 
indicated a positive return in the second year. Growth continued for 50 years. 

 
§ IRR The analysis indicated the IRR of 5.7% the proposed investment of cash flows is acceptable. 

It gives the investor confidence that they will receive their investment back and will likely generate 
a handsome return.  

 
§ NPV with the WACC 2.53%，NPV 309.39 million, this investment will have an NPV of 

HKD309.39 million after 50 years. And it means shareholders are prepared to commit up to 
309.39 million to receive around HKD14 million yearly, starting from the 5th year 5 to the 50th 
year. 
 

 
 
 
 
 
 

Yr Cashflow in/(out) PV of cashflow CUM Cashflow Profit
0 (306,000.0)                                                                                                (306,000)                                          (306,000)           
1 (1,055.25)                                                                                                   (1,029)                                                (307,055)           10,187.84         
2 2,724.71                                                                                                     2,592                                                  (304,331)           11,807.82         
3 6,882.67                                                                                                     6,386                                                  (297,448)           13,589.80         
4 11,456.42                                                                                                  10,367                                               (285,991)           15,549.98         
5 16,487.55                                                                                                  14,551                                               (269,504)           17,706.18         
6 16,817.30                                                                                                  14,476                                               (252,687)           18,060.30         
7 17,153.64                                                                                                  14,401                                               (235,533)           18,421.51         
8 17,496.72                                                                                                  14,327                                               (218,036)           18,789.94         
9 17,846.65                                                                                                  14,253                                               (200,190)           19,165.74         

10 18,203.59                                                                                                  14,179                                               (181,986)           19,549.05         
11 18,567.66                                                                                                  14,106                                               (163,418)           19,940.03         
12 18,939.01                                                                                                  14,033                                               (144,479)           20,338.83         
13 19,317.79                                                                                                  13,960                                               (125,162)           20,745.61         
14 19,704.15                                                                                                  13,888                                               (105,457)           21,160.52         
15 20,098.23                                                                                                  13,816                                               (85,359)              21,583.73         
16 20,500.19                                                                                                  13,745                                               (64,859)              22,015.41         
17 20,910.20                                                                                                  13,674                                               (43,949)              22,455.72         
18 21,328.40                                                                                                  13,603                                               (22,620)              22,904.83         
19 21,754.97                                                                                                  13,533                                               (865)                     23,362.93         
20 22,190.07                                                                                                  13,463                                               21,325               23,830.18         
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6. Financing	and	capital	management:	
According to the annual report of 21/22, the cash inflow from the operation of STELUX only left 92.2 
million at the year ended, therefore the proposed project will finance from bank which match with the 
company currently gearing ratio 95.7%, And as of 31 March 2022, weighted average effective interest 
rate per annum for bank borrowings was 1.8% (2021: 2.3%). See Appendix J. 
 

7. Conclusion	and	Recommendation:		
As Figure 8-1 shows, the acquisition of the proposed mobile application and possible optimization of the entire operation is 
discussed in Part 4. 
 

 
Figure 8 -1 Gantt Chart (Created by Author) 

 
                      Duration                  Description 
05/09/2022 to            04/10/2022 Negotiate Mobile App Contract  
11/09/2022 to 11/10/2022 New Office Inspection 
11/09/2022 to 10/11/2022 Marketing Champaign Design (For 1st and 2nd) 
13/09/2022 to 13/12/2022 Mobile App Development      
14/10/2022 to 13/12/2022 Renovation      
14/10/2022 to 03/12/2022 Purchase F & F       
10/11/2022 to 14/03/2023 First Marketing Champaign Kick Off (PROLOGE)   
13/12/2022 to 14/03/2023 Mobile App Training      
14/3/2023 to 14/03/2023 Mobile App Launch  
 

In conclusion, Hong Kong's economy sank rapidly after COVID-19 in January 2020, affecting almost 
every economic sector. Given that limited tourists are allowed to travel to Hong Kong, the ZERO COVID 
policy has brutally hit the retail market.  
 
According to the year-end financial report of the 21/22 financial year, STELUX Group's turnover 
decreased by 1.95% to HKD693 million, while last year's turnover was HKD706 million. Moreover, the Z-
Score is 0.53, which implies a high degree of bankruptcy, indicating the company's financial weakness. 
The STELUX group performed lower than the Oriental group. And far more severe than the Emperor 
group. 
 
In response, it closed some shops and laid off some employees to 910. Following the pandemic and 
Hong Kong's economic recovery, the group changed its investment strategy to property and brand 
development. As customers' shopping habits change, they tend to synchronize online and offline 
transaction channels and shift their sales channels to e-commerce.  
 
This recommendation is for STELUX to develop a VR  mobile application designed to boost sales and 
compete with two of their counterparts. It is anticipated that this improved business strategy will enable 
the Group to accelerate sales growth and delivery soon.  
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