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1. Introduction

TK Group (Holdings) Limited (TK Group or TK) is a global leading one-stop plastics
solutions provider, dedicated to the researching development and manufacturing
plastic molds and parts in Smart phone, Smart home, Healthcare, Packaging,

Medical and Precise electronics.etc.

Established in 1983, Hong Kong. TK Group now is a well-known enterprise in plastic
injection and molds making after 35 years of development. TK Group was
successfully listed on the main board of Hong Kong Stock Exchange in 2013, stock
code is 02283. TK's plastic mold business revenue was ranking No 1 in the MT3
level suppliers in China. TK currently owned 3 production facilities, the gross floor
area over 180, 000 square meters. Headquarters is located in Shenzhen, other 2
factories in Suzhou and Germany. The company mission is keeping our customers
successful. It takes TK an excellent foundation and sustainable development,
leading us to be a pioneer in the precise injection and smart manufacturing,

providing customers the better services globally.

2. Scope

This project is to overall study and understands how TK Group’s Development
Strategy being successful and continuously growing in last 5 years.
e Understood why revenue growth 70% in 5 years (2013 to 2017)
e Understood why net profit increase 60% in 5 years (2013 to 2017)
e Understood the market strategy on Plastic Components Manufacturing (with
different industries) to have revenue growth 60% in 5 years (2013-2017)

To enhance business grow and maximize profit for shareholder



3. Analysis

3.1.

Financial Review

FIVE YEAR FINANCIAL
SUMMARY

Revenue

Net profit for the Year
attributable to the owners
of the Company

Gross profit margin

Net profit margin
Revenue increase vs
previous year

2013
Year
HKS’000

1,197,852

121,348

27.7%
10.1%

9.3%

2014
Year
HKS$’000

1,338,920

153,923

27.3%
11.5%

11.8%

2015
Year
HKS$’000

1,606,205

187,088

26.1%
11.6%

20.0%

Year ended 31 December

2016
Year
HKS’000
1,626,611 1,860,900
205,698 301,833
28.1% 33.7%
12.6% 16.2%
1.3% 14.4%

Table 1 TK Five Year Financial Summary, 2013-2017

Source: TK Group (Holdings) Limited (2017) Annual Report 2017. TK Group.

Above Table 3.1.1 has shown the five year financial summary from year 2013

through year 2017. It indicated the revenue of year 2017 was HK$2.162 billion,

compared to year 2016 HK$1.832 billion has 14.4% increase.




Gross profit analysis

Sales cost analysis
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Figure1. ive Year Financial Summary

Source: TK Group (Holdings) Limited (2017) Annual Report 2017

Sales cost is mainly contributed in four categories. Among four there are two key

contributors:

e Direct material cost:
o Cost is driven by market, like crude oil price up and down will causing
plastic resin price change
o Can control the material waste during manufacturing
e Direct labour cost:
o Minimum Wages and Working hours limitation from Government
o Labour efficiency

o Extra OT premium cost due to labours shortage

It can improve the gross profit margin by reduce the material waste and improve the

labour efficiency during manufacturing.



Overall gross profit margin was 33.7% increased 5.6% in year 2017 compared to
28.1% in year 2016. The revenue was increase 14.4% in year 2017 Vs year 2016.

Sales increase improves gross profit promotion.

Net profit analysis

In year 2017 the net profit margin was 16.2% which is the highest net profit margin
rate from 2013-2017. Compared 12.6% in year 2016, it was increase 3.5%, equal to

27.8% signification improvement on net profit margin.



3.2.Business review

Five Year Revenue — by business segments
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“Figure 3.2.1 Five Year Revenue by Business Segments

Source: TK Group (Holdings) Limited (2017) Annual Report 2017

Business divided into two segments, Mold fabrication and Plastic components

manufacturing.

The total income from mold fabrication and plastic components manufacturing
was HK$1860.9 millions in year 2017, it was increased 14.4% compared to
year 2016. Mold fabrication contributed 34.9% and plastic components

fabrication contributed 65.1% of total revenue.

3.2.1. Mold fabrications

With 35 years experience on mold design and fabrication, TK dedicates to
provide the best performance of injection mold solution by two business

divisions: BU Standard and BU Precision.



BU Standard mold is specialized in the complex mold covered from medium
to big size by wide range products, served for Aerospace /Automotive//Smart
Home and other industries. Especially the 2K, IMD molds, Mucell molds, Over
molds, Stack molds and Tandem molds ...etc. built us as an expert and

provide high performance and high quality molds to our customers.

BU Precision Mold focused on tight tolerance tooling with multi-cavity, industry

covered from Precise electronics, Healthcare, Packaging and Medical.

Business mainly covered in American and European area, beside the new
molds delivery service, moreover, also can support customer locally - from the

landing service, turning service, maintenance and other engineering services.

The income for mold fabrication segment was HK$649.7 millions in year 2017.
It was slightly increased 2.9% compared to year 2016. The data shown that
the sales income still keep increase YOY since 2013, but the increase trend
started from year 2013 33.6% down to year 2017 2.9%. It indicated the need

to focus the business growth...

3.2.2. Plastic component manufacturing

Injection moulding business:

We provide customers the services including products analysis, tooling
building, dimension inspection, surface treatments, mass production and
delivery; our multinational Sales teams, Project teams and Engineering teams

responding the worldwide customers very quick with fluent English, In order to



satisfy the wide requirements and better engineering services for customers

who based in the North America , we also built an office in Silicon Valley.

The income for mold fabrication segment was HK$1211.11 millions in year

2017. It was increased 21.7% compared to year 2016.



3.3.Industry review

2013 - 2017 Industry Sales
Year 2013 Year 2014 Year 2015 Year 2016 Year 2017
Ne- e HKS$ million HKS million HK$ million HK$ million HKS$ million
1 |Automobiles 2801 2286 302.4 387.1 387.9
2 S;)l:fl'\g’lr:;gta\ telecommunications 159.1 202.7 311.2 374.6 359.3
3 |}fobie phones and wearable 196.7 298.5 332.0 296.0 369.1
4 |Medical and health care 56.8 119.9 203.7 217.6 298.7
5 |Smart home 78.0 90.7 210.3
& |Household electrical appliances 132.0 234.6 138.9 88.7 73.8
7 |Digital devices 86.4 79.2 110.1 79.2 68.9
§ |Cthers 154.8 108.6 129.9 92.7 93.9
9 |Video game devices 34.1 56.5
10 |Pachinko 97.9 10.3
Total: 1197.9 1338.9 1606.2 1626.6 1860.9

Figure 3.3.1 2013-2017 Industry Sales

Source: TK Group (Holdings) Limited (2013-2017) Annual Report 2013-2017

Based on the Industry Sales figure, it indicated there were 5 industries
(including Automobiles, Commercial Telecommunications equipment, Mobiles
and wearable devices, Medical and health care, Smart home) sales revenue
performing increased in year 2017. The revenue from those 5 industries was

contributed 87.2% of total revenue.

Automobiles

Automobiles industry was Top 1 income in year 2017. The revenue was
HK$387.9 millions. It was about 20.8% of total revenue, compared year 2017

and year 2013, the revenue increased 38.5% or HK$107.8 millions. But

10



compared to last year the revenue was almost the same (only HK$0.8 Million

higher).

Commercial telecommunications equipment

The revenue was HK$359.3 millions in year 2017 but was decreased
HK$15.3 million from last year. Although revenue was dropped in year 2017, it

still contributed 19.3% of total revenue.

Mobile phones and wearable devices

Mobiles phones and wearable devices revenue was HK$369.1millions in year
2017 about HK$73.1millions or 24.7% more than last year. It was about 19.8%
of total revenue, compared year 2017 and year 2013, the revenue increased
was HK$172.4 million or 87.6%. TK Group expected to maintain strong

growth momentum in 2018 (TK Group, 2017).

Medical and health care

Medical and health care revenue was HK$296.7 millions in year 2017 about
HK$79.1millions or 36.4% more than last year. It was about 15.9% of total
revenue, compared year 2017 and year 2013, the revenue was significant
increased HK$239.9 million or 422%. TK Group forecasted it can be

maintaining strong growth momentum in 2018 (TK Group, 2017).

Page 9

Smart home
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Smart home industry was started in year 2015 with HK$78.0 millions revenue.
The revenue was slightly increased to HK$90.7 million in next year. In year
2017 the revenue was HK$210.3 millions which was about HK$119.6 million
or 131.9% more than last year. It was highest increased rate or revenue in the
TK Group. Same as Medical and health care and Mobile phones and
wearable devices, TK Group predicted to maintain strong growth momentum

in 2018 (TK Group, 2017).

Year 2015 Revenue Year 2016 Revenue Year 2017 Revenue

high high | nigh

ssssssssssssssssssssssss

high low = high Tow = high low

ive markat ative market Relative market

Figure 3.3.1 BCG for Smart Home industry — Revenue

Source: TK Group (Holdings) Limited (2013-2017) Annual Report 2013-2017

Refer to the above figure 3.3.1, Left one shown the Year 2015 revenue of Smart
home industry, Smart home product was the selected potential new industry which
investment was high and sales revenue was less, but it was success with first year,
it generated HK$78.0M revenue. The middle one was the Year 2016 revenue of
smart home industry, it increased up 16% at HK$90.7M, the performance was
improved which indicated the Smart home product market share was starting
increased. The right one was the Year 2017 revenue, it was HK$210.3, the revenue
was up 131.9% indicating the market share of Smart home industry grew rapidly and

generated more profit.

12



(Grand View Research, Inc. 2014) forecasted Smart home market has positive
growth chain from year 2012 to 2020.

Asia Pacific smart home market, by application (USD Million)
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Figure 3.3.1 BCG for Smart Home industry — Revenue

Source: TK Group (Holdings) Limited (2013-2017) Annual Report 2013-2017
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Household electrical appliances

Digitals devices

Others

Video game devices & Pachinko
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These two industries both had been stopped production since year 2015.

15



3.4. Strategy Review

Porter (1996) has suggested that 'strategic positions can be based on
customers' needs and accessibility, or the variety of company's products or
services and trade-offs are essential to strategy' and for development
successful strategy, market segmentation, targeting and then positioning

could be useful. TG Group’s 2014 strategic layout matches perfectly.

In Year 2014, acquired Nypro Tool — Shenzhen property, It was not just
enhance TK Group’s design and production capacity of medical and
packaging mold, but also expands customers network of medical and health
care business (TK Group, 2014).

On the other hand, in order to capture the huge demands for ultra-large
molds from the automobiles industry, In September 2014, TK completed the
acquisition of Selig & Bottcher GmbH & Co. KG (“S&B Company”) which has
a strong history in operating distribution of tools and special machines for
injection molding as well as mold fabrication. By virtue of their selling network
and marketing capabilities in the European region, TK will be able to provide
more closely-tailored after-sales service for the local existing customers,
which also contributes to the introduction of more customers in Germany and
Europe, and then further consolidate the market share of TK Group in the

automobiles molds market. (TK Group, 2014).

16



4. Conclusions

Base on the study, the conclusions are:

The Group, which is also the preferred supplier for most of the customers, has
always been adhering to the business philosophy of customer diversification, which

effectively reduces geopolitical and policy risks.

e Enhance leading position of “One-stop injection solution supplier, provide
convenience and cost saving to customers;

17



5. Recommendations

Based on the above analysis and conclusions, in order to sustain the revenue growth
for shareholder, maximize shareholder value and grow the market share, here are
the recommendations:
e Development strategy:
— Tap into the potential of existing customers and strive for greater proportion of
supply.

o For example: Current providing product for company A and Company A
been acquired by company B, so can be use current qualified supplier
identity of company A to develop more business...

— Continue to improve production processes automation, technology and mold
fabrication design, promote production benefit and gross profit margin.

For example:

Full automation for plastic injection, monitoring the production process with high
technology device to ensure quality assurance and keep production running
smoothly, achieving unmanned(fewer operators) production plant, save direct
labours and electricity, etc....
Deploy lean manufacturing concepts and disciplines to eliminate waste and
variability...
— Keep close eye on “emerging industries and the trend of the modern products,
develop new potential customers.
o For example: Year 2015, TK Group started the Smart home industry
business form about HK$78 million revenue and becoming HK$210

millions revenue in year 2017, it increased almost 2 times in 3 years.

18



— Keep looking for the investment projects, actively look for M&A opportunities,
targeting that have complementary advantages, can be able to expand
customer mix, promote technology and improve production capacity,
worldwide coverage and sales channels drive an overall growth in our
businesses.

5.1.1. For example:

December 2017 TK Group executed an investment agreement with
Precision Robotics, a British medical robotic surgery platform company.
Precision Robotics is a new spin off company launched by Imperial
College London. The Group believes that through the investments in this
project, it would not only foster the high-tech start-ups with development
potentials, but also broaden the Group’s brand awareness in health- and
medical-related sectors as well as expand its business networks, thereby

exploring wider business opportunities and potentials (TK Group, 2017).

5.2.Drive operational & quality excellence (High level)
5.2.1. Enhance Discipline and Exercise Follow Up, to drive Sustainability and
Continuous improvement.

5.2.2. Optimize and Streamline “Hardware” and “Humanware”, to drive speed

and effectiveness.
5.2.3. Hardware: Equipments, Process and Systems optimization.
5.2.4. Humanware: Commitment (unified vision and targets), Capability

(Knowledge and expertise) and Synergy (Teamwork and cooperation)

5.3.Enhance Discipline (Actions)

19



— Process robustness & adherence — PFMEA; Control Plan; Work
Instructions and Control Sheets
— Lean manufacturing concepts and disciplines — eliminate waste and
variability
— Visual factory
— Preventive maintenance
— Quality tools — fast, effectively and continuously
— 8D -"“ltis - It is not”; cause effect diagram; 5 Why; etc...
- 6Sigma-DMAIC-R
— TPPA - Trend-Pareto-Paynter-Action
— Poke Yoke — Drive ZERO PPM
— Improvement teams — continuous improvement processes
e Exercise Follow Up
— Periodic performance review
— Systems adherence
— Processes indicators
— Product audits
— Periodic management reviews
— Daily start up meetings — performance
— Daily fast response meetings — problem solving and closure
— Weekly/monthly management reviews
— Monthly QOS - cross functional
— Periodic individual performance reviews
— 8D deployment / closure reviews

— 6 Sigma project reviews

20



e Drive speed and effectiveness.
— Equipment improvement by Preventive maintenance.
— Quality assurance by POKA YOKE
— Efficiency by Lean operations
— Enhance and sustain commitment to results and effectiveness
— Enhance and Increase Capability (Knowledge and expertise)
— Work as one team — enhanced by Synergy and cross functional

cooperation

21
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To win in the market, executives must make a set ofcommitments that together
constitute the organization’s success formula. A distinctive success formula focuses
employees, confers efficiency, attracts resources, and differentiates the company
from

rivals. Five categories of commitments comprise the success formula:

+ Strategic frames: What we see when we look at the world, including definition of
industry, relevant competitors and how to create value.

* Processes:How we do things around here entailing both informal and formal
routines.

* Resources: Tangible and intangible assets that we control which help us compete,
such as brand, technology, real estate, expertise, etc.

* Relationships:Established links with external stakeholders including investors,
technology partners or distributors

* Values:Beliefs that inspire, unify and identify us.
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