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[bookmark: _Toc64840472]Synopsis
This report studied the impact of COVID-19 on Chow Tai Fook Jewellery and identified its key challenges during the virus outbreak. Assuming that the pandemic will be stable soon, we recommended the firm adopt short- to mid-term business strategies to overcome the current challenges and ensure its business continuity. We have analyzed the firm's supply-side through its business performance, product types, pricing strategies, and possibilities changes on the demand side. We recommended the firm not to reduce the fixed cost in production capacity. Simultaneously, revenge buying behavior started in China, possibly spreading to Hong Kong once the border is opened. CTFJ shall focus on its omnichannel, implement various marketing campaigns in phrases aiming to drive online purchases back to their retails for a new in-store experience and upselling.  


[bookmark: _Toc64840473]Introduction 
This report describes the potential challenges facing Chow Tai Fook Jewellery Group Limited ("CTFJ") amid the economic disruption due to the COVID-19 outbreak and analyzes its business's growth prospects. Many companies have been focusing on cost-containment during the virus pandemic, and some firms are in their retrenchment exercises or even ceased operation because of not making profits. The retail sector started shrinking from the anti-government activities in 2019, followed by the COVID-19 pandemic in 2020. The value index of retail sales for the jewellery industry dropped 54% in 2020 (Table 1).

Table 1: Value index of retail sales in between 2016 and 2020
	
	Value index of retail sales for jewellery, watches and clocks, and valuable gifts 
(y-o-y % growth)

	
	2016
	2017
	2018
	2019
	2020

	Jan
	100.7
(-16.4%)
	96.6
(-4.1%)
	106.9
(+10.7%)
	111.3
(+4.1%)
	65.2
(-41.5%)

	Feb
	89.0
(-24.2%)
	87.9
(-1.2%)
	106.5
(-21.2%)
	103.5
(-2.8%)
	42.8
(-58.7%)

	Mar
	67.8
 (-20.4%)
	73.4
 (+8.3%)
	90.9
 (+23.8%)
	88.3
 (-2.9%)
	21.8
(-75.3%)

	Apr
	70.0
(-16.5%)
	70.2
(+0.2%)
	87.4
(+24.5%)
	77.0
(-11.8%)
	18
(-76.7%)

	May
	72.7
(-18.6%)
	73.5
(+1%)
	90.9
(+23.8%)
	88.3
(-2.9%)
	26.5
(-69.9%)

	Jun
	72.3
(-20.4%)
	71.7
(-0.8%)
	91.7
(+27.8%)
	76.0
(-17.1%)
	33.2
(-56.4%)

	Jul
	72.5
(-26.2%)
	82.1
(+13.3%)
	96.0
(+17%)
	72.7
(-24.3%)
	33.3
(-54.3%)

	Aug
	76.2
(-26.5%)
	81.8
(+7.4%)
	98.8
(+20.8%)
	52.2
(-47.1%)
	32.7
(-37.4%)

	Sep
	69.3
(-12.3%)
	79.5
(+14.8%)
	81.0
(+1.9%)
	48.6
(-40%)
	36.2
(-25.6%)

	Oct
	81.0
(+0%)
	87.8
(+8.5%)
	90.7
(+3.2%)
	51.7
(-43%)
	37.8
(-26.8%)

	Nov
	74.9
(-14.5%)
	80.8
(+7.9%)
	78.1
(-3.4%)
	43.7
(-44%)
	36.6
(-16.2%)

	Dec
	108.2
(+2.3%)
	115.0
(+6.3%)
	109.3
(-4.9%)
	68.9
(-36.7%)
	40.9
(-40.8%)

	Overall
	78.6
(-17.2%)
	82.6
(+5.2%)
	94.0
(+13.7%)
	72.9
(-22.4%)
	33.5
(-54.0%)


Source: (Census and Statistics Department, 2020)

Although many macroeconomic variables affected the industry, the value index for jewellery products grew slowly since April 2020. It shows that there are consumer demands for jewellery products despite the impact of the virus outbreak. This research recommended CTFJ adopt new marketing strategies to boost its sales and prepare for the possibilities of having consumer revenge buying behavior, which has already happened in China (Yiu, 2020) and potentially spreading to Hong Kong once the border is open for tourists. 

CTFJ announced in early 2020 for not renewing their retail shops located in the tourist districts in Hong Kong (Liu, 2020). In recent years, we noticed that CTFJ has been scaling down its operation in Hong Kong while focusing on the Mainland China market. It has shifted a substantial business from brick-and-mortar shops to an e-commerce platform to boost its revenue. Figure 1 illustrates the same-store sales growth ("SSSG") in Hong Kong and China, where Hong Kong used to be greater until 3QFY2019. Since then, the SSSG in China has taken over. Simultaneously, the macroeconomic environment variables continue to impact Hong Kong's business, led the SSSG to record a 65.7% drop in 1HF2021 (Chow Tai Fook, 2021b, p. 14).

Figure 1: CTFJ's quarterly SSSG by geography 
 
Source: consolidated data of CTFJ from various annual reports
While the business in Hong Kong used to be stronger than in China, there is a possibility that the demand in Hong Kong persists and may bounce back. The stock price of CTFJ experienced an upward trend between 2020 and the present, despite any possible downside effect from the macroeconomic variables (Figure 2). For investors, CTFJ may not necessarily bring in huge returns in a short period. Still, over the long run, the firm is highly valued as determined by the stock market, where investors will reward by the consistent dividend payouts.

Figure 2: Chow Tai Fook Jewellery Daily Line Fit Plot

Source: (Yahoo Finance, 2021b)


We collected secondary data and analyzed the empirical facts from the company's annual reports and related official statistics. This report covered the firm's current performance, identified shortfalls, and provided appropriate recommendations for improvement. We recommended the firm not to reduce the fixed cost in production capacity. The revenge buying behavior benefits CTFJ's revenue in China; CTFJ shall focus on its omnichannel, implement various marketing campaigns in Hong Kong to drive online purchases back to its retails for a new in-store experience upselling.  
[bookmark: _Toc64840474]Company Background
CTFJ is a well-known jewellery brand in the Chinese-speaking community, and they have a solid branding with an excellent reputation in the market. It has 90+ years of track record that covers high-end to mass luxury jewellery. It is Chinese's top-ranked jewellery retailer (Yiu, 2015), and the second-largest in the globe (Magramo, 2020). It owns a vertically integrated business model, from raw materials procurement, design, production to marketing & sales, which provides practical and tight control on quality and costs, allowing CTFJ to better adapt to the market trends (Chow Tai Fook, 2019, p. 111). 

The firm was established in 1929 in Guangzhou by the late Chow Chi-Yuen as a goldsmith and had its first retail opened in Macau in 1938, followed by Hong Kong in 1939 (Lord, 2021). CTFJ is listed since 15 December 2011 on HKEx under stock code 1929, which raised HK$15.26 billion to back its Growth in China (Reuters, 2011). The fiscal year is 31 March. It has a strong market capitalization ("market cap") of HK$79.4 billion in FY2019 and HK$54.9 billion in FY2020 (Chow Tai Fook, 2020, p. 125).  

We understand that CTFJ has a strong foothold in Hong Kong, and they are the industry leader. However, their revenue experienced a profound decrease in 2020, and its market cap has dropped HK$24.5 billion in one year. While the virus outbreak is more stable right now, the firm shall focus on implementing recovery strategies to replenishing the lost revenue. 



[bookmark: _Toc64840475]History in Hong Kong
When CTFJ started its business in the 1940s, it was a commodity-driven market; there was little craftmanship, and the demand for jewellery products was a lot lower than now. The firm had a monopoly of diamond supply after acquiring a license from De Beers in the 1960s; it catered 30% of the imported diamonds in Hong Kong by the 1970s (Lord, 2021).
Today, CTFJ has an extensive retail network of 4,442 retail outlets as of 31 December 2020 (Chow Tai Fook, 2021b, p. 4) in China, Hong Kong, Malaysia, Singapore, Malaysia, and the United States; under serval brands of its own, including Chow Tai Fook, Hearts on Fire, T Mark Diamond, and various brands; coupled with a fast-growing e-retail network through its owned and different online platforms.  More than 95% of the retail outlets are based in China, and the remaining outlets are largely in Hong Kong & Macau.  The firm's total number of employees employed as of 30 September 2020 is 28,100 (Chow Tai Fook, 2021a, p. 3).

While the firm enlarged its establishment in China and shifted some of its sales to online platforms, the retail operation in Hong Kong might continue to shrink. However, the virus pandemic is a short-term impact, similar to the impact from SARS in 2003. CTFJ shall not reduce the fixed cost in production capacity. Simultaneously, revenge buying behavior started in China; CTFJ shall prepare a business continuity plan to drive Hong Kong sales short to mid-term. 



[bookmark: _Toc64840476]Product portfolio 
CTFJ's major products include gold products, platinum products, gem-set jewellery, and watches. Gold products are the key revenue contributor. Over the last ten years, CTFJ's product distribution percentage had been steady as a pattern, which was not affected by any potential changes in consumers' demands. Although product segmentation is stable, the revenue fluctuated significantly (Table 2). 

Table 2: Revenue by product segment 
	
	HK$'million (product segment %)

	
	FY2011
	FY2012
	FY2013
	FY2014
	FY2015
	FY2016
	FY2017
	FY2018
	FY2019
	FY2020

	Gem-set jewellery
	8,962.9
	15,378.1
	13,164.8
	16,332.2
	17,378.9
	13,167.4
	11,075.6
	11,659.1
	12,187.7
	9,346.8

	
	25.6%
	27.2%
	22.9%
	21.1%
	27.0%
	27.2%
	25.4%
	23.9%
	22.8%
	22.4%

	Gold products
	18,724.7
	29,742.1
	32,954.6
	47,359.6
	34,214.2
	26,136.7
	24,524.0
	28,159.3
	31,892.3
	24,003.4

	
	53.4%
	52.6%
	57.4%
	61.2%
	53.2%
	54.1%
	56.2%
	57.8%
	59.6%
	57.6%

	Platinum/karat gold products
	4,869.4
	7,813.4
	8,339.0
	10,358.3
	9,256.3
	6,235.9
	5,098.8
	5,463.2
	5,756.6
	4,908.0

	
	13.9%
	13.8%
	14.5%
	13.4%
	14.4%
	12.9%
	11.7%
	11.2%
	10.8%
	11.8%

	Watches
	2,485.5
	3,637.5
	2,975.5
	3,357.0
	3,427.6
	2,785.5
	2,914.5
	3,447.3
	3,645.4
	3,413.1

	
	7.1%
	6.4%
	5.2%
	4.3%
	5.3%
	5.8%
	6.7%
	7.1%
	6.8%
	8.2%

	Total
	35,042.5
	56,571.1
	57,433.9
	77,407.1
	64,277.0
	48,325.5
	43,612.9
	48,728.9
	53,482.0
	41,671.3

	
	100%
	100%
	100%
	100%
	100%
	100%
	100%
	100%
	100%
	100%


Source: consolidated data from various CTFJ's annual report


The gold products are the key revenues, but the net profit is fluctuated along with the gold price, which may directly impact consumers' demand. Indeed, the gold price increased during the period of the COVID-19 pandemic. The price per ounce experienced a steady rose between 2019 and 2020 (Kicto Metals Inc., 2021); it peaked at HKD15719.44 on 7 August 2020 and remained high today (Figure 3). The gold price does not directly affect the firm's cost structure because it is directly chargeable to the consumers; however, gold's price elasticity impacts customers' demands.


[bookmark: _Toc63295615][bookmark: _Toc63295631]Figure 3: Gold price per ounce in HKD between 2019 and 2020

Source: consolidated data from Kicto Metal Inc. (Kicto Metals Inc., 2021)

Investors may want to invest in safe assets amid concerns throughout economic uncertainty, which ultimately increased the demand for gold, so the price rose. However, not all customers may afford the premium price if the gold price keep growing. CTFJ may need to have more product innovation by using lighter gold materials to reduce the product price, implementing different price strategies to diverse the consumers for other product segments when the demands for gold products have changed.  

[bookmark: _Toc64840477]2.3 Revenue in China and Hong Kong 
CTFJ's revenue comes from its sales channels, including its self-operated retail shops, franchised POS, e-commerce, and retail partners. The firm's balance sheet in FY2020 is solid, with a substantial asset of HK$65.24 billion (Chow Tai Fook, 2020, p. 213) and equity of HK$26.99 billion (Chow Tai Fook, 2020, p. 72). CTFJ has a profitable and healthy financial track record even during slower years in the retail sector between 2015 and 2017. Its growth rate was still gradually increasing, reflecting its resilience during down cycles. However, the COVID-19 virus epidemic and the unstable macro environment inevitably affected both the business regions in Mainland China and Hong Kong & Macau, leading to a significant decline in its revenue, especially during FY2020 that had dropped 15% (Table 3). 

[bookmark: _Toc63295005][bookmark: _Toc63295415]Table 3: Revenue y-o-y growth rate between FY2011 and FY2020
	Fiscal Year
	Revenue (HK$'million)
	y-o-y growth rate

	2011
	35,043
	N/A

	2012
	56,571
	61%

	2013
	57,434
	2%

	2014
	77,407
	35%

	2015
	64,277
	-17%

	2016
	56,592
	-12%

	2017
	51,246
	-9%

	2018
	59,156
	15%

	2019
	66,661
	13%

	2020
	56,751
	-15%


Source: consolidated data from various CTFJ's annual report

Although CTFJ adopted a fast expansion to Mainland China that provided a revenue diversification to its traditional Hong Kong and Macau markets, it was still affected by the COVID-19 situation. The Same-Store Sales Growth ("SSSG") in Mainland China for the first nine months of  FY2020 stayed positive at 2.3%, while it plummeted to negative 49.5% in 4QFY2020 (Figure 1). As a result, SSSG in Mainland China dropped by 15.1% (Chow Tai Fook, 2020, p. 5) during FY2020. Yet, the Same Store Average Selling Price ("ASP") stayed on a favorable trend with an 11.7% increment in FY2020. Including e-commerce business, Mainland China SSS dropped approximately 14.0%, with SSS volume declined by 21.0% (Chow Tai Fook, 2020, p. 44). Still, the SSSG in China was advanced than Hong Kong by one quarter and had bounced back to a positive level in 2QFY21 (Figure 1). 

In contrast, Hong Kong's business performance was further shadowed by the sluggish business environment, resulted in a decrease of 38.7% in SSSG during FY2020 (Chow Tai Fook, 2020, p. 5). SSSG was down by 75.5% during 1QFY2021 as customer traffic remained stagnant (Figure 1). In fact, SSSG decline narrowed in 2QFY2021 thanks to a lower base of comparison.

[bookmark: _Toc64840478]Industry competition
CTFJ is leading far beyond its competitors in terms of the market cap at 74% (Figure 3). It shows CTFJ is the major player in the industry and indeed an oligopoly competition. Its massive foothold in China attributes CTFJ's strong performance, represents 63.7% of its total revenue in FY2019 (Chow Tai Fook, 2019, p. 228). Compared to Look Fuk and Tse Sui Luen, who are gradually growing in China. Overall, the revenue generated from the Hong Kong market is declining within the jewellery industry between 2017 and 2019. It is further reducing in 2020 due to the COVID-19 pandemic. 

[bookmark: _Toc63295614][bookmark: _Toc63295630]Figure 4: Top 10 Market Cap of Hong Kong Watch and Jewellery companies in 2020

Source: (AASTOCKS, 2021)
CTFJ being the largest Asia jewellery retailer, generated robust revenue at 56.75 billion in FY2020 (Chow Tai Fook, 2020, p. 4), leading its peers by 3.19X from Chow Sang Sang, and 5.05X from Luk Fook Holdings (Table 5). Although the market share is not publicly available, we may assume CTFJ is the market leader in terms of its revenue in FY2020. 

[bookmark: _Toc63295007][bookmark: _Toc63295417]Table 4: Top 10 Revenue of Hong Kong Watch and Jewellery companies in 2020
	Company
	Revenue
(HK$'billion)

	CHOW TAI FOOK
	56.75

	CHOW SANG SANG
	17.74

	LUK FOOK HOLD
	11.23

	EMPEROR WATCH&J
	4.11

	TSE SUI LUEN
	2.91

	CITYCHAMP
	2.72

	HENGDELI
	2.7

	ORIENTAL WATCH
	2.35

	TIME WATCH
	1.73

	CSMALL
	1.4

	STELUX HOLDINGS
	1.03


Source: (AASTOCKS, 2021)

Although the CTFJ is the market leader and the firm has substantial competitive advantages in its assets and equity, the jewellery industry in Hong Kong is under an oligopoly competition. Any pricing strategy changes from any competitors will lead to a big rival reaction. CTFJ may consider implementing different marketing campaigns that involve non-price strategies by aiming to enhance the customers' in-store experience that is different from the competitors. 



[bookmark: _Toc64840479]Business Performance under COVID-19 outbreak 
We analyzed the collected data on CTFJ's business performance amid the economic disruption during the COVID-19 pandemic by taking the macro-environment impact into account. We noticed there are not many changes to its cost structure; however, the revenue structure might have shifted a bit within the Hong Kong region caused by various macroeconomic variables. 

[bookmark: _Toc64840480]Changes in cost structure
CTFJ owns a vertically integrated business model, and its production cost is low due to capital intensive. The fixed costs and variable costs come from fiance costs, staff costs, and rental expenses. 

Firstly, finance costs on bank borrowing decreased in 1HFY2021 due to a relatively lower interest rate. China's taxation increased from 74% of its financial costs to 85% in 1HFY2021 due to the increased profit from the China segment. The proportion of finance costs haven't been changed much before and during the pandemic outbreak.

Figure 5: Finance costs changes during the period of COVID-19

Source: (Chow Tai Fook, 2021a, p. 50)
Secondly, staff costs and related expenses were down by 31.9%, from 719 million in FY2019 to 489 million in 1HFY2020. The overall staff-related expenses lowered in 2020 because the firm received HK$107 million of COVID-19 relief funding from the government.

Figure 6: Staff costs and related expenses during the period of COVID-19
 
Source: (Chow Tai Fook, 2021a, p. 47)

The COVID-19 impact on the staff cost and related expenses is minimal, and not many changes in the total number of employees, only a 4.3% dropped in 1HFY2021 (Chow Tai Fook, 2021a, p. 47).

Lastly, for the lease-related expenses, the rental cost reduced from 561 million to 440 million in 1HFY2020, a 21.5% cut. It is due to 5 retail stores in Hong Kong were not renewed after the lease completion. Moreover, the firm received a 76 million rent concession from the government due to the COVID-19 pandemic. 

Figure 7: Lease-related expenses during the period of COVID-19
 Six months ended 30 Sep


Source: (Chow Tai Fook, 2021a, p. 48)

By reviewing the data collected for its fiance costs, staff costs, and rental expenses, its cost structure changes minimal during the virus pandemic period. There was also relief funding from the government, which balanced any possible cost pressures. 

While CTFJ has its substantial capital and fixed assets, together with the lower interest rate, the firm may not need to worry about any short-term impacts amid the COVID-19 pandemic. CTFJ may continue to invest and expand, especially within the China region. The demand-side in China is recovered due to the consumers' revenge buying behavior, and potentially the same will apply to Hong Kong after the border is opened. 
[bookmark: _Toc64840481]Changes in revenue structure
Sames-store sales growth ("SSSG") was still under pressure in 1HFY2021, i.e., Mar to Sep 2020. The COVID-19 pandemic heavily impacted two of the CTFJ's major products. Gem-set jewellery experienced a sharp decline since 2Q2019, while gold products started their downward trend in 3Q2019 (Table 5). 

Table 5: Same-store sales growth of major products between FY2017 and FY2020


[bookmark: _MON_1675403283]Source: CTFJ's annual report (2018, p. 50; 2020, p. 61), interim report (2021, p. 45)





Overall, the firm's SSSG and SSS volume growth dropped sharply in FY2020, until a slight improvement in 1HFY2021 thanks to a lower comparison base y-o-y changes (Table 6). 


Table 6: Same-store sales growth and Same-store volume growth


Source: CTFJ's annual report (2020, p. 7), interim report (2021, p. 48)


The primary reasons caused for the drop in Hong Kong's sales were lesser customer traffic at its points of sales ("POS") and the limited number of Mainland Chinese consumers. Customer traffic in Hong Kong shrank by 32.1% y-o-y in FY2020. With a rapid decline in Mainland visitor arrivals amid the situation in Hong Kong and cross-border restrictions to tackle the epidemic, the percentage of RSV settled by China Union Pay, Alipay, WeChat Pay, or RMB to the total RSV of Hong Kong market, a proxy for sales contribution from Mainland tourists lowered from 46.5% in FY2019 o 3.9% in FY2020 (Table 7).

Table 7: y-o-y changes in customer traffic at POS, and RSV settled by Mainland Chinese 


Source: CTFJ annual report (2017, p. 38; 2018, p. 57; 2019, p. 60; 2020, p. 66), interim report (2021, p. 31)




While the customer traffic from its POS dropped, the firm benefited from the customers' shopping behavior changes via its E-commerce business performance (Table 8).

Table 8: y-o-y changes in Retails Sales Value from E-commerce platforms


Source: CTFJ annual report (2017, p. 35; 2018, p. 55; 2019, p. 58; 2020, p. 59), interim report (2021, p. 26)


During the virus pandemic period, the downside is having fewer Mainland Chinese consumers visited the POS in Hong Kong. The valuable part is increasing RSV on the E-commerce platform; there are just slight shifts in revenue structure changes. Assuming the COVID-19 impact is short-term, CTFJ may focus on its competitive advantages and get ready for the post-COVID-19 business performance bounce back.

[bookmark: _Toc64840482]Macroeconomic environment
Although CTFJ reflected its healthy financial status in FY2020, the macroeconomic environment may affect CTFJ's business strategies' prospects. SSSG in Hong Kong continued to drop in FY2020, which correlated to the macroeconomic variables. 

Firstly, Hong Kong's Gross Domestic Product ("GDP") in 1Q2020 y-o-y change suffered a sharp drop to -9.1%, followed by -9.0% at 2Q, and -3.6% at 3Q2020 (Census and Statistics Department, 2021b). Although the weakened economy resulted in a lower GDP, there was a steady improvement throughout 2020. Indeed, the global economy is projected to rise by 5.5% in 2021 and 4.2% in 2022 (IMF, 2021). The recovery's strength varies significantly across countries, depending on access to medical interventions, policy support effectiveness, exposure to cross-country spillovers, and structural characteristics entering the crisis. The world economic outlook has an optimistic projection in 2021 and 2022 (Figure 8).

Figure 8: World Economic Outlook y-o-y GDP Projections  
	
	Estimate
	Projections

	
	2019
	2020
	2021
	2022

	World Output 
	2.8
	-3.5
	5.5
	4.2

	Advanced Economies
	1.6
	-4.9
	4.3
	3.1

	United States 
	2.2
	-3.4
	5.1
	2.5

	Euro Area
	1.3
	-7.2
	4.2
	3.6

	Japan
	0.3
	-5.1
	3.1
	2.4

	United Kingdom
	1.4
	-10.0
	4.5
	5.0

	Canada
	1.9
	-5.5
	3.6
	4.1

	Emerging Market and Developing Economies
	3.6
	-2.4
	6.3
	5.0

	Emerging and Developing Asia
	5.4
	-1.1
	8.3
	5.9

	China
	6.0
	2.3
	8.1
	5.6

	India
	4.2
	-8.0
	11.5
	6.8

	Emerging and Developing Europe
	2.2
	-2.8
	4.0
	3.9

	Latin America and the Caribbean 
	0.2
	-7.4
	4.1
	2.9

	Middle East and Central Asia
	1.4
	-3.2
	3.0
	4.2

	Sub-Saharan Africa 
	3.2
	-2.6
	3.2
	3.9


Source: (IMF, 2021)

Secondly, the unemployment rate was at c3% throughout 2020 (Census and Statistics Department, 2021a). The latest unemployment rate was at 6.6% in 4Q2020, the highest in the past 16 years (Wong, 2021). Even so, CTFJ did not close many retails or executed any retrenchment exercise in FY2020. Assuming the COVID-19 is a short-term impact, the unemployment rate does not affect much to its operation. Reducing fixed costs by closing any production capacity is unnecessary for CTFJ in this case; the firm may reduce its operation cost by adjusting the labor force. 

Lastly, the interest rate in Hong Kong remained its low level in 2020. Hong Kong Inter-bank Offered Rate ("HIBOR") experienced a downward trend in 2020 and remains low today (Table 9).
 
Table 9: Hong Kong Inter-bank Offered Rate in 2020


Source: (The Hong Kong Association Of Banks, 2020)

CTFJ may consider raising their capital funding for more mid to long-term growth strategies with a low-interest rate. While the Hong Kong stock exchange is strong, CTFJ may 

Figure 9: Hang Seng Index Daily Line Fit Plot

Source: (Yahoo Finance, 2021a)



[bookmark: _Toc64840483]Analysis and discussion
CTFJ will continue to face an unprecedented turbulent headwind in 2021. Both production and demand will continue to be negatively impacted due to the combined effect of the Sino-US trade war, local political unrest, and the impact of the global COVID-19 pandemic. The following SWOT analysis captures the firm's internal key strengths and weaknesses, and opportunities and threats from the external. 
Table 10: SWOT analysis
	Strengths 

S1: Monopoly of diamond supply (Section 2.1)
S2: Vertical integration, capital intensive with lower production cost (Section 3.1)
S4: Business diversification to Mainland China (Section 2.3)
S5: E-commerce platforms (Section 3.2)

	Weaknesses

W1: Weaken business performance in FY2020 (Section 2.3)
W2: Oligopoly competition (Section 2.3)  


	Opportunities
 
O1: Counsmers' revenge buying behavior (Section 1)
O2: Lower rental costs (Section 3.1)
O3: Positive world economic outlook 
(Section 3.3)
O4: Favourable interest rate (Section 3.3)

	Threats

T1: Prolonged period without Mainland visitors (Section 3.2)
T2: Increasing gold price affect demand-side (Section 2.2)
T3: Uncertainties from Sino-US trade war
T4: Local political unrest 



Source: Constructed by the author

[bookmark: _Toc64840484]Challenges and opportunities facing the company
In terms of supply-side, the COVID-19 crisis has triggered a disruption. A series of national lockdowns and the shuttering of production facilities on a worldwide basis have compromised global supply chains to an extent few could ever have anticipated. In the initial stages, this saw Hong Kong's jewellery trade went into freefall; the retail sales index for jewellery dropped from 65.2 in January to 20.5 in February 2020 (Table 1). The pattern has been replicated globally as the pandemic has spread, seemingly unstoppable from nation to nation. 

Indeed in early 2020, many jewellery-related supply chains, including those focussed on mining, cutting, polishing, and retailing, have been forcibly disconnected around the world. Such problems have only been compounded by the concurrent grounding of many passenger and cargo flights, undermining the established routes for transporting products and virtually eradicating the possibility of tourism-related jewellery sales.

For the demand-side, the market lockdown has forced businesses to broaden their digital presence. Social shopping and online-offline integration have been embraced during the pandemic by more jewellery retailers than ever before. CTFJ reported its E-commerce had achieved 21.8% growth in RSV between the pandemic period at 1HFY2021 (Chow Tai Fook, 2021a, p. 3). According to the Hong Kong Legislative Council Secretariat's insight research, the online shopping consumers in Hong Kong had grown from 15.9% in 2009 to 35.8% in 2018 (Legislative Council Secretariat, 2020). GlobalData reveals E-commerce payments value in Hong Kong rose 13.4% in 2020 (Arnold, 2020). Online trading and the greater use of digital technology are changing how jewellery is bought and how customers are engaged with the firm. 

In all likelihood, the industry will continue operating in the shadow of COVID-19, meaning that the recovery process will be gradually in stages. However, that does not automatically translate into lower sales. CTFJ has proven that it has seen a strong sales recovery in China, with stable average prices and steady conversion rates in stores. The pandemic may also bring a change to the value and purchase pattern of consumers. Rational spending and emotional connection may spur demand for diamond fashion jewellery. Due to the extended period of lockdown or stay home advice, once such social distancing measures relieved in China, the mainland Chinese customers spent even higher than before from their revenge shopping behavior. Therefore,  actual reduction in sales as a result of the pandemic will probably be limited. If the economy can maintain a medium to high average growth rate over the coming years, the jewellery market will likely expand for another decade. 

CTFJ had net store additions of 286 in Mainland China in 3QFY21 (Chow Tai Fook, 2021b, p. 4), compared to 310 in 2QFY21 (Chow Tai Fook, 2021a, p. 3). However, while the firm is focusing on expanding the POS network in the China market, they closed 5 POS in Hong Kong during 2QFY2021 (Chow Tai Fook, 2021a, p. 3), because of lesser tourists visited Hong Kong. Tourists used to be one of the most prominent customer segmentation to the Hong Kong's retail sector. The prolonged problem from lesser tourists was started by the anti-government activities in 2019, followed by the COVID-19 epidemic in 2020. A lower rate of new COVID-19 infections through 1HY2021 could hasten the easing of border restrictions. 

Assuming new COVID-19 infections in Mainland China and Hong Kong stay low over April-June 2021, and vaccine is widely adopted after being made available across Asia in 2H2021. An increase in the number of Mainland Chinese who get vaccinated and stay immune to COVID-19 in 2H2021 may spur more of them to visit Hong Kong. 

While Hong Kong enjoys many distinct competitive advantages over the years given the location's well established free port status with zero duty on diamonds, close proximity to major ports in the world, simple and transparent legal and business regulations, and the status of a global financial center as well as highly preferred major business center catered fo broad international business interactions, albeit it is one of the most expensive places in the world. For these reasons, CTFJ's revenue will resume positive after the COVID-19 pandemic is over. 


[bookmark: _Toc64840485]Business continuity plan 
The COVID-19 crisis has forced businesses to tackle many challenges over the past few months, but one of the most important involves the business continuity plan. Many companies learned too late that their plans were inadequate, lacking interoperability with other critical plans for crisis management, disaster recovery, and pandemic readiness.

Figure 10: Business continuity plan

Source: (Kenton, 2020)


As COVID-19 has shown us, it is essential to have a successful resilience plan to prepare the firm for future disruption.

By effectively structuring your plan, setting goals and objectives, determining roles and responses, communicating constantly, and continually adapting and evolving your plan over time, you can build a business continuity plan that's ready for any future disruption.

CTFJ may partner with growing brands to hasten the opening of gem-set and personalized jewellery shops in Mainland China. The new outlets could facilitate the collection of data on buying habits and preferences of Mainland Chinese shoppers. More celebrity endorsements could be used to lure shoppers. 

Retail markets around the world are changing, and the retail industry is evolving. More consumers are permanently shifting their shopping preferences to online as a result of the COVID-19 pandemic. CTFJ shall take decisive action to mitigate focus on fine-tuning the online services by leaping on those consumer behavior changes and anticipating further growth in online sales, tapping along with advertising opportunity and social media presence.

COVID-19 pandemic has speeded the adoption of digital technologies by several years. Jewellery industry has always been considered as one of the traditional and conventional industries. To adapt to the new business and economic environment as COVID-19 rolls on, CTFJ, wholesalers, and retailers should recognize technology's strategic importance as a critical component of the firm and take different digital adoption levels.

[bookmark: _Toc64840486]Conclusion 
The reduced mainland tourism coupled with the declining consumption will undoubtedly affect the jewellery business as a whole in Hong Kong. The COVID-19 pandemic has swept the globe resulting in the near-complete paralysis of the global economy; until there are definite signs of the epidemic receding, CTFJ shall be patient and remain financially healthy. This is a critical time for CTFJ to ponder the near-term forward direction while taking the opportunity to review the overall business strategy from a holistic perspective. 

We recommended the firm not to reduce the fixed cost in production capacity. Simultaneously, revenge buying behavior started in China, possibly spreading to Hong Kong once the border is opened. CTFJ shall focus on its omnichannel, implement various marketing campaigns in phrases aiming to drive online purchases back to their retails for a new in-store experience and upselling.  

CTFJ may thoroughly review their business models while seeking ways to revamp their O2O strategy by re-defining brand positioning, expanding the creativity horizon, and strengthening the transition from traditional retail channels to new sales channels, including social media platforms. 

CTFJ may target new customer segmentation by engaging the younger generation. The young generation is a critical consumer subset with great purchasing power that retailers cannot afford to miss in order to stand out from the crowd, especially the young ultra-high-net-worth-individuals "UHNWI". They are mostly from Generation Z, who are brought up in a resourceful period of time. They are knowledgeable and stylish, who also embrace individuality. When it comes to jewellery, the UHNWI tend to look for both the intrinsic value and emotional connection. Shopping experiences that are informative, inspirational, individualistic, and impactful may help build up sentimental bondage with the target group who treasures the experience of making a piece of jewellery and interaction with designers or jewellers with interesting backgrounds. 

As the usage of digital and AI technology expands, genuine interactions with people and products from mother nature are being more cherished. Insider stories of diamond, mining, polishing, and trading could be the right promotion tools for natural diamonds to the young UHNWI. Diamond origin is coming into trend. The traceability to the origin providers customers with an assurance that the diamonds are not conflict diamonds. Which the digital transformation is an excellent tool for CTFJ to look into when it comes to traceability.

Consumers nowadays are highly influenced by social media. The Internet innovates so fast that new media promotion channels have become more important than ever as young consumers are brought up in a digital age. The emergence of social media has fuelled the trend that experience sharing by users and influencers. CTFJ must adapt quickly to capture online marketing's rapid growth by placing advertisements on major search engines and promoting products via live broadcast platforms. A good portion of marketing resources to be placed in digital exposure may create an association with the customers. Given the current extremely challenging retailing frontier in Hong Kong, consumers who prefer to stay home for safety reasons have by and large switching their shopping mode to online. To capitalize on this latest consumption behavioral trend, CTFJ may work fiercely to develop and perfect their online platforms. When shopping for higher-priced products, customers may spend an adequate amount of time researching on social media. Subsequently, they would pay a visit to the store before the final purchase. Thus, the in-store experience provides a chance to assess all options available. It gives the feeling that the purchase made is the best choice. The personal touch of in-store services and private viewing exclusivity also play a significant role in closing sales. It helps customers build up a connection with the jewellery pieces.  In addition to expanding the online sales channels, CTFJ may broader its social media strategy and launch diverse advertising projects on various social platforms. 

Jewellery retailing should be customer-oriented. Custom-made diamond jewellery has been a consumer's favorable trend in recent years; customers prefer new rings straight from the factory, especially for wedding rings, which are never used as a sample. Internal-control-wise, custom-made jewellery reduces inventory, logistics, display, and storage costs, hence improving cash-flow. CTFJ shall tap on both ends of the spectrum, in revenue and cost, which will give a more balanced outlook amid all crises. 

CTFJ shall prepare for the future and take the opportunity to promote the emotional value of natural diamonds, and how it conveys, bonds and shares love during and after the pandemic. CTFJ may make concerted forwarding efforts, by strengthening consumer confidence in jewellery, conveying intrinsic emotional values in jewellery of which embedding fond memories of our lives. Even at times of distress, jewellery expresses a stronger bond and emotional feeling. 
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Business Impact Analysis


Access potential impacts that could harm CTFJ's business. Review the business impact analysis with senior management and stakeholders..


Identify Risks and Recovery Strategies


Identify and document all resource requirements. Determine a plausible recovery strategy based on the needs of the business. 


Organization 


Develop the framework for the continuity plan, establish and organize the recovery team, and develop a relocation plan in the case of disruption or disaster. 


Testing and exercises


Create a test plan and subsequent exercises that can be performed by the business to ensure that the plan works successfully. Update the plan as needed based on the test exercises. 
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Gold in HKD per ounce	44050	44043	44071	44201	44141	44140	44092	44057	44200	44064	44085	44078	44113	44202	44203	44138	44131	44139	44130	44036	44127	44120	44106	44196	44197	44137	44195	44148	44151	44182	44183	44152	44189	44190	44194	44134	44145	44147	44186	44132	44193	44188	44153	44155	44173	44133	44154	44146	44181	44144	44172	44099	44187	44208	44229.083333333336	44180	44204	44210	44209	44207	44168	44215	44176	44174	44169	44214	44158	44175	44167	44211	44179	44166	44029	44161	44159	44160	44022	44162	44165	44015	44008	44001	43966	43973	43994	43945	43980	43952	43959	43938	43931	43987	43896	43882	43917	43924	43889	43861	43875	43854	43868	43840	43847	43833	43700	43707	43728	43903	43693	43770	43714	43742	43763	43826	43686	43735	43756	43749	43721	43910	43819	43812	43784	43798	43791	43805	43777	43679	43665	43672	43658	43644	43637	43651	43623	43630	43518	43511	43497	43504	43546	43616	43539	43490	43532	43525	43553	43560	43567	43595	43476	43581	43609	43469	43483	43588	43602	43574	15719.440399999999	15265.7677	15175.003199999999	15073.659100000001	15068.8343	15064.9491	15055.252500000001	15024.9414	15010.0985	15004.845799999999	14987.0785	14946.910400000001	14913.6919	14824.814200000001	14790.6119	14746.406999999999	14736.21	14707.2883	14695.2675	14690.204299999999	14687.5425	14674.2327	14667.850200000001	14666.9848	14666.6052	14645.055	14637.066699999999	14600.8711	14594.911899999999	14572.9151	14534.1108	14527.888000000001	14518.2179	14518.03	14517.777899999999	14515.1908	14512.5555	14505.5995	14502.3869	14496.1502	14478.828	14472.811100000001	14461.642	14452.954900000001	14450.311900000001	14428.2536	14419.888199999999	14416.876899999999	14411.2547	14401.369000000001	14385.812	14377.397800000001	14369.2863	14337.665999999999	14334.8835	14323.2003	14302.905000000001	14270.709500000001	14255.4377	14249.482	14225.8838	14215.177900000001	14212.3449	14211.351500000001	14200.609200000001	14199.7947	14197.0386	14188.21	14146.0424	14132.8837	14118.226199999999	14025.505800000001	13991.627699999999	13984.2896	13976.6958	13968.6574	13898.5016	13811.233899999999	13723.454100000001	13705.8205	13685.369000000001	13470.855	13459.888800000001	13396.543299999999	13367.7664	13360.733399999999	13355.763300000001	13158.6489	13157.6271	13028.043900000001	13024.9683	13008.731599999999	12961.8403	12752.473099999999	12578.5792	12532.1351	12319.1765	12294.6723	12261.181399999999	12175.8138	12153.37	12092.0599	12053.2168	12036.8447	11934.9588	11880.9926	11849.9771	11847.086600000001	11829.339599999999	11826.6351	11772.243	11752.857599999999	11749.699199999999	11725.620999999999	11695.795400000001	11690.3089	11644.948	11640.331700000001	11598.4781	11588.5717	11487.4637	11472.3869	11450.207200000001	11423.592000000001	11396.4339	11391.7907	11381.411700000001	11237.76	11091.772499999999	11053.804700000001	11040.6891	10971.9496	10896.6711	10865.7698	10473.462299999999	10464.200999999999	10388.161700000001	10336.915800000001	10301.829400000001	10278.370800000001	10273.6775	10195.314200000001	10190.3673	10186.852999999999	10153.983399999999	10115.1324	10109.254000000001	10104.0427	10083.2695	10059.4563	10055.312599999999	10053.1662	10050.581899999999	10028.703100000001	10017.459699999999	9997.8700000000008	9992.9243999999999	9972.7518999999993	


Market Cap (HK$'million)	

CHOW TAI FOOK	LUK FOOK HOLD	CITYCHAMP	CHOW SANG SANG	APOLLO FMG	TIME WATCH	HENGDELI	ORIENTAL WATCH	ERNEST BOREL	EMPEROR WATCH	&	J	96000	10100	6790	6500	4860	1540	1350	1240	1080	746	



Bank borrowings	
FY2018	FY2019	1HFY2020	0.10657596371882086	0.15558194774346792	7.1979434447300775E-2	Gold loans	
FY2018	FY2019	1HFY2020	6.8027210884353748E-2	0.10807600950118765	8.0548414738646101E-2	Taxation	
FY2018	FY2019	1HFY2020	0.82539682539682535	0.73634204275534443	0.84747215081405314	





Bank borrowings	
FY2018	FY2019	FY2020	0.10657596371882086	0.15558194774346792	7.1979434447300775E-2	Gold loans	
FY2018	FY2019	FY2020	6.8027210884353748E-2	0.10807600950118765	8.0548414738646101E-2	Taxation	
FY2018	FY2019	FY2020	0.82539682539682535	0.73634204275534443	0.84747215081405314	



 

Rental expenses	
FY2018	FY2019	FY2020	1	7.0000000000000007E-2	0.10199999999999999	Depreciation and amortization	
FY2018	FY2019	FY2020	0	0.89200000000000002	0.86399999999999999	Finance costs on leases	
FY2018	FY2019	FY2020	0	3.7999999999999999E-2	3.4000000000000002E-2	



Daily Closing Price in HKD	43832	43833	43836	43837	43838	43839	43840	43843	43844	43845	43846	43847	43850	43851	43852	43853	43854	43859	43860	43861	43864	43865	43866	43867	43868	43871	43872	43873	43874	43875	43878	43879	43880	43881	43882	43885	43886	43887	43888	43889	43892	43893	43894	43895	43896	43899	43900	43901	43902	43903	43906	43907	43908	43909	43910	43913	43914	43915	43916	43917	43920	43921	43922	43923	43924	43927	43928	43929	43930	43935	43936	43937	43938	43941	43942	43943	43944	43945	43948	43949	43950	43955	43956	43957	43958	43959	43962	43963	43964	43965	43966	43969	43970	43971	43972	43973	43976	43977	43978	43979	43980	43983	43984	43985	43986	43987	43990	43991	43992	43993	43994	43997	43998	43999	44000	44001	44004	44005	44006	44008	44011	44012	44014	44015	44018	44019	44020	44021	44022	44025	44026	44027	44028	44029	44032	44033	44034	44035	44036	44039	44040	44041	44042	44043	44046	44047	44048	44049	44050	44053	44054	44055	44056	44057	44060	44061	44062	44063	44064	44067	44068	44069	44070	44071	44074	44075	44076	44077	44078	44081	44082	44083	44084	44085	44088	44089	44090	44091	44092	44095	44096	44097	44098	44099	44102	44103	44104	44109	44110	44111	44112	44113	44116	44118	44119	44120	44123	44124	44125	44126	44127	44131	44132	44133	44134	44137	44138	44139	44140	44141	44144	44145	44146	44147	44148	44151	44152	44153	44154	44155	44158	44159	44160	44161	44162	44165	44166	44167	44168	44169	44172	44173	44174	44175	44176	44179	44180	44181	44182	44183	44186	44187	44188	44189	44193	44194	44195	44196	44200	44201	44202	44203	44204	44207	44208	44209	44210	44211	44214	44215	44216	44217	44218	44221	44222	44223	44224	44225	44228	44229	44230	44231	44232	44235	44236	44237	44238	44243	28543.519531000002	28451.5	28226.189452999999	28322.060547000001	28087.919922000001	28561	28638.199218999998	28954.939452999999	28885.140625	28773.589843999998	28883.039063	29056.419922000001	28795.910156000002	27985.330077999999	28341.039063	27909.119140999999	27949.640625	27160.630859000001	26449.130859000001	26312.630859000001	26356.980468999998	26675.980468999998	26786.740234000001	27493.699218999998	27404.269531000002	27241.339843999998	27583.880859000001	27823.660156000002	27730	27815.599609000001	27959.599609000001	27530.199218999998	27655.810547000001	27609.160156000002	27308.810547000001	26820.880859000001	26893.230468999998	26696.490234000001	26778.619140999999	26129.929688	26291.679688	26284.820313	26222.070313	26767.869140999999	26146.669922000001	25040.460938	25392.509765999999	25231.609375	24309.070313	24032.910156000002	23063.570313	23263.730468999998	22291.820313	21709.130859000001	22805.070313	21696.130859000001	22663.490234000001	23527.189452999999	23352.339843999998	23484.279297000001	23175.109375	23603.480468999998	23085.789063	23280.060547000001	23236.109375	23749.119140999999	24253.289063	23970.369140999999	24300.330077999999	24435.400390999999	24145.339843999998	24006.449218999998	24380	24330.019531000002	23793.550781000002	23893.359375	23977.320313	23831.330077999999	24280.140625	24575.960938	24643.589843999998	23613.800781000002	23868.660156000002	24137.480468999998	23980.630859000001	24230.169922000001	24602.060547000001	24245.679688	24180.300781000002	23829.740234000001	23797.470702999999	23934.769531000002	24388.130859000001	24399.949218999998	24280.029297000001	22930.140625	22952.240234000001	23384.660156000002	23301.359375	23132.759765999999	22961.470702999999	23732.519531000002	23995.939452999999	24325.619140999999	24366.300781000002	24770.410156000002	24776.769531000002	25057.220702999999	25049.730468999998	24480.150390999999	24301.380859000001	23776.949218999998	24344.089843999998	24481.410156000002	24464.939452999999	24643.890625	24511.339843999998	24907.339843999998	24781.580077999999	24549.990234000001	24301.279297000001	24427.189452999999	25124.189452999999	25373.119140999999	26339.160156000002	25975.660156000002	26129.179688	26210.160156000002	25727.410156000002	25772.119140999999	25477.890625	25481.580077999999	24970.689452999999	25089.169922000001	25057.990234000001	25635.660156000002	25057.939452999999	25263	24705.330077999999	24603.259765999999	24772.759765999999	24883.140625	24710.589843999998	24595.349609000001	24458.130859000001	24946.630859000001	25102.539063	24930.580077999999	24531.619140999999	24377.429688	24890.679688	25244.019531000002	25230.669922000001	25183.009765999999	25347.339843999998	25367.380859000001	25178.910156000002	24791.390625	25113.839843999998	25551.580077999999	25486.220702999999	25491.789063	25281.150390999999	25422.060547000001	25177.050781000002	25184.849609000001	25120.089843999998	25007.599609000001	24695.449218999998	24589.650390999999	24624.339843999998	24468.929688	24313.539063	24503.310547000001	24640.279297000001	24732.759765999999	24725.630859000001	24340.849609000001	24455.410156000002	23950.689452999999	23716.849609000001	23742.509765999999	23311.070313	23235.419922000001	23476.050781000002	23275.529297000001	23459.050781000002	23767.779297000001	23980.650390999999	24242.859375	24193.349609000001	24119.130859000001	24649.679688	24667.089843999998	24158.539063	24386.789063	24542.259765999999	24569.539063	24754.419922000001	24786.130859000001	24918.779297000001	24787.189452999999	24708.800781000002	24586.599609000001	24107.419922000001	24460.009765999999	24939.730468999998	24886.140625	25695.919922000001	25712.970702999999	26016.169922000001	26301.480468999998	26226.980468999998	26169.380859000001	26156.859375	26381.669922000001	26415.089843999998	26544.289063	26356.970702999999	26451.539063	26486.199218999998	26588.199218999998	26669.75	26819.449218999998	26894.679688	26341.490234000001	26567.679688	26532.580077999999	26728.5	26835.919922000001	26506.849609000001	26304.560547000001	26502.839843999998	26410.589843999998	26505.869140999999	26389.519531000002	26207.289063	26460.289063	26678.380859000001	26498.599609000001	26306.679688	26119.25	26343.099609000001	26386.560547000001	26314.630859000001	26568.490234000001	27147.109375	27231.130859000001	27472.810547000001	27649.859375	27692.300781000002	27548.519531000002	27878.220702999999	27908.220702999999	28276.75	28235.599609000001	28496.859375	28573.859375	28862.769531000002	29642.279297000001	29962.470702999999	29927.759765999999	29447.849609000001	30159.009765999999	29391.259765999999	29297.529297000001	28550.769531000002	28283.710938	28892.859375	29248.699218999998	29307.460938	29113.5	29288.679688	29319.470702999999	29476.189452999999	30038.720702999999	30173.570313	30746.660156000002	Predicted Daily End Closing Price in HKD	43832	43833	43836	43837	43838	43839	43840	43843	43844	43845	43846	43847	43850	43851	43852	43853	43854	43859	43860	43861	43864	43865	43866	43867	43868	43871	43872	43873	43874	43875	43878	43879	43880	43881	43882	43885	43886	43887	43888	43889	43892	43893	43894	43895	43896	43899	43900	43901	43902	43903	43906	43907	43908	43909	43910	43913	43914	43915	43916	43917	43920	43921	43922	43923	43924	43927	43928	43929	43930	43935	43936	43937	43938	43941	43942	43943	43944	43945	43948	43949	43950	43955	43956	43957	43958	43959	43962	43963	43964	43965	43966	43969	43970	43971	43972	43973	43976	43977	43978	43979	43980	43983	43984	43985	43986	43987	43990	43991	43992	43993	43994	43997	43998	43999	44000	44001	44004	44005	44006	44008	44011	44012	44014	44015	44018	44019	44020	44021	44022	44025	44026	44027	44028	44029	44032	44033	44034	44035	44036	44039	44040	44041	44042	44043	44046	44047	44048	44049	44050	44053	44054	44055	44056	44057	44060	44061	44062	44063	44064	44067	44068	44069	44070	44071	44074	44075	44076	44077	44078	44081	44082	44083	44084	44085	44088	44089	44090	44091	44092	44095	44096	44097	44098	44099	44102	44103	44104	44109	44110	44111	44112	44113	44116	44118	44119	44120	44123	44124	44125	44126	44127	44131	44132	44133	44134	44137	44138	44139	44140	44141	44144	44145	44146	44147	44148	44151	44152	44153	44154	44155	44158	44159	44160	44161	44162	44165	44166	44167	44168	44169	44172	44173	44174	44175	44176	44179	44180	44181	44182	44183	44186	44187	44188	44189	44193	44194	44195	44196	44200	44201	44202	44203	44204	44207	44208	44209	44210	44211	44214	44215	44216	44217	44218	44221	44222	44223	44224	44225	44228	44229	44230	44231	44232	44235	44236	44237	44238	44243	24928.053940636921	24931.811141946528	24943.082745875377	24946.839947184984	24950.597148494591	24954.354349804198	24958.111551113834	24969.383155042655	24973.140356352262	24976.897557661869	24980.654758971505	24984.411960281112	24995.683564209932	24999.440765519568	25003.197966829175	25006.955168138782	25010.712369448389	25029.498375996453	25033.255577306059	25037.012778615666	25048.284382544516	25052.041583854123	25055.79878516373	25059.555986473366	25063.313187782973	25074.584791711794	25078.3419930214	25082.099194331036	25085.856395640643	25089.61359695025	25100.8852008791	25104.642402188707	25108.399603498314	25112.156804807921	25115.914006117528	25127.185610046377	25130.942811355984	25134.700012665591	25138.457213975198	25142.214415284834	25153.486019213655	25157.243220523262	25161.000421832869	25164.757623142505	25168.514824452111	25179.786428380932	25183.543629690568	25187.300831000175	25191.058032309782	25194.815233619389	25206.086837548239	25209.844038857846	25213.601240167452	25217.358441477059	25221.115642786666	25232.387246715516	25236.144448025123	25239.90164933473	25243.658850644337	25247.416051953973	25258.687655882793	25262.4448571924	25266.202058502036	25269.959259811643	25273.71646112125	25284.988065050071	25288.745266359707	25292.502467669314	25296.259668978921	25315.045675526984	25318.802876836591	25322.560078146198	25326.317279455805	25337.588883384655	25341.346084694262	25345.103286003869	25348.860487313505	25352.617688623111	25363.889292551932	25367.646493861539	25371.403695171175	25390.189701719239	25393.946903028846	25397.704104338452	25401.461305648059	25405.218506957666	25416.490110886516	25420.247312196123	25424.00451350573	25427.761714815337	25431.518916124973	25442.790520053793	25446.5477213634	25450.304922673007	25454.062123982643	25457.81932529225	25469.090929221071	25472.848130530707	25476.605331840314	25480.362533149921	25484.119734459528	25495.391338388377	25499.148539697984	25502.905741007591	25506.662942317198	25510.420143626805	25521.691747555655	25525.448948865262	25529.206150174869	25532.963351484475	25536.720552794111	25547.992156722932	25551.749358032539	25555.506559342175	25559.263760651782	25563.020961961389	25574.292565890239	25578.049767199846	25581.806968509452	25589.321371128666	25600.592975057516	25604.350176367123	25611.864578986337	25615.621780295973	25626.893384224793	25630.6505855344	25634.407786844007	25638.164988153643	25641.92218946325	25653.193793392071	25656.950994701707	25660.708196011314	25664.465397320921	25668.222598630528	25679.494202559377	25683.251403868984	25687.008605178591	25690.765806488198	25694.523007797805	25705.794611726655	25709.551813036262	25713.309014345868	25717.066215655475	25720.823416965111	25732.095020893932	25735.852222203539	25739.609423513175	25743.366624822782	25747.123826132389	25758.395430061209	25762.152631370845	25765.909832680452	25769.667033990059	25773.424235299666	25784.695839228516	25788.453040538123	25792.21024184773	25795.967443157337	25799.724644466944	25810.996248395793	25814.7534497054	25818.510651015007	25822.267852324643	25826.02505363425	25837.296657563071	25841.053858872678	25844.811060182314	25848.568261491921	25852.325462801527	25863.597066730377	25867.354268039984	25871.111469349591	25874.868670659198	25878.625871968805	25889.897475897655	25893.654677207262	25897.411878516868	25901.169079826475	25904.926281136111	25916.197885064932	25919.955086374539	25923.712287684146	25927.469488993782	25931.226690303389	25942.498294232209	25946.255495541845	25950.012696851452	25968.798703399516	25972.555904709123	25976.31310601873	25980.070307328337	25983.827508637944	25995.099112566793	26002.613515186007	26006.370716495614	26010.12791780525	26021.399521734071	26025.156723043678	26028.913924353314	26032.671125662921	26036.428326972527	26051.457132210984	26055.214333520591	26058.971534830198	26062.728736139805	26074.000340068655	26077.757541378262	26081.514742687868	26085.271943997475	26089.029145307082	26100.300749235932	26104.057950545539	26107.815151855146	26111.572353164782	26115.329554474389	26126.601158403209	26130.358359712845	26134.115561022452	26137.872762332059	26141.629963641666	26152.901567570516	26156.658768880123	26160.41597018973	26164.173171499337	26167.930372808944	26179.201976737793	26182.9591780474	26186.716379357007	26190.473580666614	26194.23078197625	26205.502385905071	26209.259587214678	26213.016788524314	26216.77398983392	26220.531191143527	26231.802795072348	26235.559996381984	26239.317197691591	26243.074399001198	26246.831600310805	26258.103204239655	26261.860405549261	26265.617606858868	26269.374808168475	26284.403613406932	26288.160814716539	26291.918016026146	26295.675217335782	26310.704022574209	26314.461223883816	26318.218425193452	26321.975626503059	26325.732827812666	26337.004431741516	26340.761633051123	26344.51883436073	26348.276035670337	26352.033236979943	26363.304840908793	26367.0620422184	26370.819243528007	26374.576444837614	26378.33364614725	26389.605250076071	26393.362451385678	26397.119652695284	26400.87685400492	26404.634055314527	26415.905659243348	26419.662860552984	26423.420061862591	26427.177263172198	26430.934464481805	26442.206068410655	26445.963269720261	26449.720471029868	26453.477672339475	26472.263678887539	Daily Closing Price in HKD
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Fiscal Year Quarter Gem-set jewellery Gold products

1Q -27.3% -11.9%

2Q -23.0% -36.0%

3Q -17.3% 7.8%

4Q -17.4% 19.2%

1Q -4.4% 8.5%

2Q 7.4% 20.6%

3Q 22.2% -0.9%

4Q 15.6% 17.8%

1Q 26.4% 30.9%

2Q -2.3% 40.7%

3Q -8.2% -5.6%

4Q -10.4% 2.6%

1Q -15.7% -12.7%

2Q -34.8% -49.2%

3Q -53.4% -25.8%

4Q -64.2% -66.7%

1Q -65.7% -82.9%

2Q -37.0% -64.5%

*Remark: 1HFY2021 represents y-o-y changes compared to 1HFY2020

Trend between FY2017 and 2QFY2021

2017

2018

2019

2020

2021*
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		Fiscal Year		Quarter		Gem-set jewellery		Gold products

		2017		1Q		-27.3%		-11.9%

				2Q		-23.0%		-36.0%

				3Q		-17.3%		7.8%

				4Q		-17.4%		19.2%

		2018		1Q		-4.4%		8.5%

				2Q		7.4%		20.6%

				3Q		22.2%		-0.9%

				4Q		15.6%		17.8%

		2019		1Q		26.4%		30.9%

				2Q		-2.3%		40.7%

				3Q		-8.2%		-5.6%

				4Q		-10.4%		2.6%

		2020		1Q		-15.7%		-12.7%

				2Q		-34.8%		-49.2%

				3Q		-53.4%		-25.8%

				4Q		-64.2%		-66.7%

		2021*		1Q		-65.7%		-82.9%

				2Q		-37.0%		-64.5%

		Trend between FY2017 and 2QFY2021

		*Remark: 1HFY2021 represents y-o-y changes compared to 1HFY2020
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FY2016 FY2017 FY2018 FY2019 FY2020 1HFY2021* Trend

SSSG -21.70% -12.40% 10.20% 8.70% -38.70% -24.30%

SSS 

volume 

growth

-23.90% -18.80% 6.10% 1.30% -43.50% -28.10%

*Remark: 1HFY2021 represents y-o-y changes compared to 1HFY2020
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				FY2016		FY2017		FY2018		FY2019		FY2020		1HFY2021*		Trend

		SSSG		-21.70%		-12.40%		10.20%		8.70%		-38.70%		-24.30%

		SSS volume growth		-23.90%		-18.80%		6.10%		1.30%		-43.50%		-28.10%

		*Remark: 1HFY2021 represents y-o-y changes compared to 1HFY2020
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FY2017 FY2018 FY2019 FY2020 1HFY2021*

Customer traffic at POS -24.60% -7.20% 4.80% -32.10% -53.90%

RSV settled by China Union 

Pay, Alipay, WeChat Pay or 

RMB

43.90% 44.60% 46.50% 36.90% 12.10%

*Remark: 1HFY2021 represents y-o-y changes compared to 1HFY2020
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				FY2017		FY2018		FY2019		FY2020		1HFY2021*

		Customer traffic at POS		-24.60%		-7.20%		4.80%		-32.10%		-53.90%

		RSV settled by China Union Pay, Alipay, WeChat Pay or RMB		43.90%		44.60%		46.50%		36.90%		12.10%



		*Remark: 1HFY2021 represents y-o-y changes compared to 1HFY2020
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FY2017 FY2018 FY2019 FY2020 1HFY2021*

Retails Sales Value 41.40% 73.20% 13.20% 3.40% 21.80%

*Remark: 1HFY2021 represents y-o-y changes compared to 1HFY2020
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				FY2017		FY2018		FY2019		FY2020		1HFY2021*

		Retails Sales Value		41.40%		73.20%		13.20%		3.40%		21.80%

		*Remark: 1HFY2021 represents y-o-y changes compared to 1HFY2020
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Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Trend

Overnight 2.06 1.40 1.85 0.75 0.31 0.18 0.06 0.28 0.10 0.32 0.04 0.04

1 Week 2.25 1.44 2.01 1.00 0.63 0.29 0.13 0.28 0.18 0.57 0.07 0.09

2 Weeks 2.24 1.50 2.02 1.02 0.92 0.34 0.17 0.35 0.31 0.42 0.08 0.12

1 Month 2.23 1.65 2.05 1.15 1.05 0.44 0.25 0.37 0.48 0.40 0.11 0.18

2 Months 2.30 1.80 1.93 1.53 1.15 0.65 0.35 0.42 0.55 0.43 0.24 0.26

3 Months 2.35 1.89 1.93 1.66 1.25 0.78 0.45 0.49 0.61 0.50 0.30 0.35

6 Months 2.36 2.14 1.94 1.83 1.44 1.02 0.66 0.66 0.75 0.68 0.54 0.54

12 Months 2.39 2.26 1.94 1.91 1.60 1.32 0.97 0.87 0.92 0.85 0.70 0.69

Interest Settlement Rates reflected on the last day of the month
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				Interest Settlement Rates reflected on the last day of the month

				Jan		Feb		Mar		Apr		May		Jun		Jul		Aug		Sep		Oct		Nov		Dec		Trend

		Overnight		2.06		1.40		1.85		0.75		0.31		0.18		0.06		0.28		0.10		0.32		0.04		0.04

		1 Week		2.25		1.44		2.01		1.00		0.63		0.29		0.13		0.28		0.18		0.57		0.07		0.09

		2 Weeks		2.24		1.50		2.02		1.02		0.92		0.34		0.17		0.35		0.31		0.42		0.08		0.12

		1 Month		2.23		1.65		2.05		1.15		1.05		0.44		0.25		0.37		0.48		0.40		0.11		0.18

		2 Months		2.30		1.80		1.93		1.53		1.15		0.65		0.35		0.42		0.55		0.43		0.24		0.26

		3 Months		2.35		1.89		1.93		1.66		1.25		0.78		0.45		0.49		0.61		0.50		0.30		0.35

		6 Months		2.36		2.14		1.94		1.83		1.44		1.02		0.66		0.66		0.75		0.68		0.54		0.54

		12 Months		2.39		2.26		1.94		1.91		1.60		1.32		0.97		0.87		0.92		0.85		0.70		0.69
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