Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no
responsibility for the contents of this announcement, make no representation as to its accuracy or
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of this announcement.

4’ CHEN HSONG HOLDINGS LIMITED
E & £ B F B & H

(Incorporated in Bermuda with limited liability)
(Stock Code: 00057)

INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2019

FINANCIAL HIGHLIGHTS

For the six months
ended 30 September
2019 2018  Change
(Unaudited) (Unaudited)
RESULTS HIGHLIGHTS (HK$°000)

Revenue 781,360 888,280 -12%
Profit before tax 50,158 31,785 58%
Profit attributable to equity holders of

the Company 34,101 20,051 70%
Total assets 3,414,096 3,331,706 2%
Shareholders’ equity 2,646,897 2,642,275 0%
Issued share capital 63,053 63,053 0%
Net current assets 1,585,330 1,560,535 2%
PER SHARE DATA
Basic earnings per share (HK cents) 54 3.1 74%
Cash dividends per share (HK cents) 35 3.0 17%
Net assets per share (HK dollars) 4.2 4.2 0%
KEY FINANCIAL RATIOS
Return on average shareholders’ equity (%) 1.3 0.7 86%
Return on average total assets (%) 1.0 0.6 67%

INTERIM RESULTS

The board of directors (the “Board”) of Chen Hsong Holdings Limited (the “Company”)
announces that the unaudited consolidated profit attributable to equity holders of the Company
for the six months ended 30 September 2019 amounted to HK$34,101,000, as compared with the
profit attributable to equity holders of HK$20,051,000 for the corresponding period of last year.
Basic earnings per share for the six months ended 30 September 2019 was HK5.4 cents, as
compared with the basic earnings per share of HK3.1 cents for the corresponding period of last
year. These unaudited interim results have been reviewed by the Company’s Audit Committee.




CONDENSED CONSOLIDATED INCOME STATEMENT
For the six months ended 30 September 2019

Six months ended

30 September
2019 2018
(Unaudited) (Unaudited)
Notes HK$°000 HK3°000
REVENUE 2 781,360 888,280
Cost of sales (599,411) (685,689)
Gross profit 181,949 202,591
Other income and gains, net 40,534 28,198
Selling and distribution expenses (91,435) (97,935)
Administrative expenses (64,223) (65,329)
Other operating expenses, net (15,850) (36,056)
Finance costs (1,067) (693)
Share of profits less losses of associates 250 1,009
PROFIT BEFORE TAX 3 50,158 31,785
Income tax expense 4 (16,299) (12,319)
PROFIT FOR THE PERIOD 33,859 19,466
ATTRIBUTABLE TO:
Equity holders of the Company 34,101 20,051
Non-controlling interests (242) (585)
33,859 19,466
EARNINGS PER SHARE
ATTRIBUTABLE TO EQUITY HOLDERS
OF THE COMPANY 6
Basic (HK cents) 5.4 3.1

Diluted (HK cents) 54 3.1




CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the six months ended 30 September 2019

Six months ended

30 September
2019 2018
(Unaudited) (Unaudited)
HKS$’000 HKS$°000
PROFIT FOR THE PERIOD 33,859 19,466
OTHER COMPREHENSIVE INCOME/(EXPENSES)
Other comprehensive expenses that may be
reclassified to the income statement
in subsequent periods:
Exchange differences:
Exchange differences on translation of
foreign operations (113,818) (212,032)
Share of other comprehensive expenses
of associates (1,591) (3,273)
Net other comprehensive expenses that
may be reclassified to the income statement
in subsequent periods (115,409) (215,305)
Other comprehensive income that will not
be reclassified to the income statement
in subsequent periods:
Actuarial gains on defined benefit obligations 830 100
OTHER COMPREHENSIVE EXPENSES
FOR THE PERIOD, NET OF TAX (114,579) (215,205)
TOTAL COMPREHENSIVE EXPENSES
FOR THE PERIOD (80,720) (195,739)
ATTRIBUTABLE TO:
Equity holders of the Company (79,814) (194,025)
Non-controlling interests (906) (1,714)
(80,720) (195,739)




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 30 September 2019

30 September 31 March
2019 2019
(Unaudited) (Audited)
Notes HK$°000 HKS$°000
NON-CURRENT ASSETS
Property, plant and equipment 570,347 614,628
Right-of-use assets 37,560 -
Investment properties 353,754 372,007
Prepaid land lease payments - 34,206
Goodwill 94,923 94,923
Investments in associates 21,348 31,211
Deferred tax assets 37,861 38,549
Deposits for purchases of items of
property, plant and equipment 5,758 8,135
Trade receivables 7 24,673 30,779
Finance lease receivables 8 2,096 4,215
Pledged bank deposits 1,454 21
Total non-current assets 1,149,774 1,228,674
CURRENT ASSETS
Inventories 518,431 552,996
Trade and bills receivables 7 886,064 884,319
Deposits, prepayments and other receivables 42,957 60,060
Finance lease receivables 8 35,707 37,816
Pledged bank deposits 26,434 20,063
Cash and bank balances 754,729 667,817
Total current assets 2,264,322 2,223,071
CURRENT LIABILITIES
Trade and bills payables 9 368,144 299,340
Other payables, accruals and
contract liabilities 196,058 202,480
Lease liabilities 1,743 -
Interest-bearing bank borrowings 74,466 73,893
Tax payable 38,581 34,802
Total current liabilities 678,992 610,515
NET CURRENT ASSETS 1,585,330 1,612,556
TOTAL ASSETS LESS CURRENT LIABILITIES 2,735,104 2,841,230
NON-CURRENT LIABILITIES
Other payables and accruals 11,325 11,114
Lease liabilities 2,165 -
Defined benefit obligations 6,380 8,173
Deferred tax liabilities 54,250 55,867
Total non-current liabilities 74,120 75,154
NET ASSETS 2,660,984 2,766,076




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

As at 30 September 2019
30 September 31 March
2019 2019
(Unaudited) (Audited)
HKS$’000 HKS$°000
EQUITY
Equity attributable to equity holders of the Company
Issued share capital 63,053 63,053
Reserves 2,583,844 2,688,879
2,646,897 2,751,932
Non-controlling interests 14,087 14,144
TOTAL EQUITY 2,660,984 2,766,076




NOTES:

1.

ACCOUNTING POLICIES

The unaudited condensed interim financial statements of the Company and its subsidiaries (the
“Group”) have been prepared in accordance with Hong Kong Accounting Standard (“HKAS”) 34
“Interim Financial Reporting” issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and Appendix 16 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

The accounting policies and basis of preparation adopted in the preparation of these condensed
interim financial statements are consistent with those set out in the Group’s audited financial
statements for the year ended 31 March 2019, except that the Group has adopted, for the first time for
the current period’s condensed interim financial statements, the following new and revised Hong
Kong Financial Reporting Standards (“HKFRSs”), HKASs and Interpretations (hereinafter
collectively referred to as the “New HKFRSs”) issued by the HKICPA that are effective for the
accounting period commencing on 1 April 2019:

Amendments to HKFRS 9 Prepayment Features with Negative Compensation

HKFRS 16 Leases

Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement

Amendments to HKAS 28 Long-term Interests In Associates and Joint

Ventures

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments

Annual Improvements 2015-2017 Amendments to HKFRS 3, HKFRS 11, HKAS 12
Cycle and HKAS 23

Other than as explained below regarding the impact of HKFRS 16 Leases, the above new and revised
HKFRSs have no significant financial effect on these condensed interim financial statements and
there have been no significant changes to the accounting policies applied in these condensed interim
financial statements.

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4 Determining whether an Arrangement
contains a Lease, HK(SIC)-Int 15 Operating Leases — Incentives and HK(SIC)-Int 27 Evaluating the
Substance of Transactions Involving the Legal Form of a Lease. The standard sets out the principles
for the recognition, measurement, presentation and disclosure of leases and requires lessees to
account for all leases under a single on-balance sheet model. Lessor accounting under HKFRS 16 is
substantially unchanged from HKAS 17. Lessors will continue to classify leases as either operating
leases or finance leases using similar principles as in HKAS 17. Therefore, HKFRS 16 did not have
any financial impact on leases where the Group is the lessor.

The Group has adopted HKFRS 16 using the modified retrospective method of adoption with the date
of initial application of 1 April 2019. Under this method, the standard is applied retrospectively with
the cumulative effect of initial adoption as an adjustment to the opening balance of retained profits at
1 April 2019, and the comparative information for the six months ended 30 September 2018 and as at
31 March 2019 was not restated and continues to be reported under HKAS 17.



ACCOUNTING POLICIES (continued)

New definition of a lease

Under HKFRS 16, a contract is, or contains a lease if the contract conveys a right to control the use of
an identified asset for a period of time in exchange for consideration. Control is conveyed where the
customer has both the right to obtain substantially all of the economic benefits from use of the
identified asset and the right to direct the use of the identified asset. The Group elected to use the
transition practical expedient allowing the standard to be applied only to contracts that were
previously identified as leases applying HKAS 17 and HK(IFRIC)-Int 4 at the date of initial
application. Contracts that were not identified as leases under HKAS 17 and HK(IFRIC)-Int 4 were
not reassessed. Therefore, the definition of a lease under HKFRS 16 has been applied only to
contracts entered into or changed on or after 1 April 2019.

As a lessee — Leases previously classified as operating leases

Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for certain of its properties, office equipment and motor vehicles. As a
lessee, the Group previously classified leases as either finance leases or operating leases based on the
assessment of whether the lease transferred substantially all the rewards and risks of ownership of
assets to the Group. Under HKFRS 16, the Group applies a single approach to recognize and measure
right-of-use assets and lease liabilities for all leases, except for two elective exemptions for leases of
low-value assets (elected on a lease by lease basis) and short-term leases (elected by class of
underlying asset). The Group has elected not to recognize right-of-use assets and lease liabilities for (i)
leases of low-value assets (e.g., photocopiers); and (ii) leases, that at the commencement date, have a
lease term of 12 months or less. Instead, the Group recognizes the lease payments associated with
those leases as an expense on a straight-line basis over the lease term.

Impacts on transition
Lease liabilities at 1 April 2019 were recognized based on the present value of the remaining lease
payments, discounted using the incremental borrowing rate at 1 April 2019.

The right-of-use assets were measured at the amount of the lease liability, adjusted by the amount of
any prepaid or accrued lease payments relating to the lease recognized in the statement of financial
position immediately before 1 April 2019. All these assets were assessed for any impairment based on
HKAS 36 on that date. The Group elected to present the right-of-use assets separately in the statement
of financial position. This includes prepaid lease payments in respect of the land use rights of
HK$35,613,000 that were reclassified from prepaid land lease payments and deposits, prepayments
and other receivables.

For the buildings that were held to earn rental income previously included in investment properties
and measured at fair value, the Group continued to include them as investment properties at 1 April
2019. They continue to be measured at fair value applying HKAS 40.



1.

ACCOUNTING POLICIES (continued)

As a lessee — Leases previously classified as operating leases (continued)

Impacts on transition (continued)
The Group has used the following elective practical expedients when applying HKFRS 16 at
1 April 2019:

e  Applied the short-term leases exemptions to leases with lease term that ends within 12 months
from the date of initial application;

e  Used hindsight in determining the lease term where the contract contains options to terminate
the lease; and

e  Applied a single discount rate to a portfolio of leases with reasonably similar characteristics.

The impacts arising from the adoption of HKFRS 16 as at 1 April 2019 are as follows:

Increase/(decrease)
(Unaudited)
HK3°000
Assets

Increase in right-of-use assets 37,823
Decrease in prepaid land lease payments (34,206)
Decrease in deposits, prepayments and other receivables (1,407)
Increase in total assets 2,210

Liabilities
Increase in lease liabilities 2,210

Increase in total liabilities 2,210



ACCOUNTING POLICIES (continued)

As a lessee — Leases previously classified as operating leases (continued)

Impacts on transition (continued)
The lease liabilities as at 1 April 2019 reconciled to the operating lease commitments as at
31 March 2019 are as follows:

(Unaudited)

HK$°000

Operating lease commitments as at 31 March 2019 4,942

Weighted average incremental borrowing rate as at 1 April 2019 6.1%

Discounted operating lease commitments as at 1 April 2019 4,667
Less: Commitments relating to short-term leases and those leases

with a remaining lease term ending on or before 31 March 2020 (2,275)

Commitments relating to leases of low-value assets (182)

Lease liabilities as at 1 April 2019 2,210

Summary of new accounting policies

The accounting policy for operating leases as disclosed in the annual financial statements for the year
ended 31 March 2019 is replaced with the following new accounting policies upon adoption of
HKFRS 16 from 1 April 2019:

Right-of-use assets

Right-of-use assets are recognized at the commencement date of the lease. Right-of-use assets are
measured at cost, less any accumulated depreciation and impairment losses, and adjusted for any
remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of lease
liabilities recognized, initial direct costs incurred, and lease payments made at or before the
commencement date less any lease incentives received. Unless the Group is reasonably certain to
obtain ownership of the leased asset at the end of the lease term, the recognized right-of-use assets are
depreciated on a straight-line basis over the shorter of its estimated useful life and the lease term.
When a right-of-use asset meets the definition of investment property, it is included in investment
properties. The corresponding right-of-use asset is initially measured at cost, and subsequently
measured at fair value, in accordance with the Group’s policy for “investment properties”.

Lease liabilities

Lease liabilities are recognized at the commencement date of the lease at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including
in-substance fixed payments) less any lease incentives receivable. In calculating the present value of
lease payments, the Group uses the incremental borrowing rate at the lease commencement date if the
interest rate implicit in the lease is not readily determinable. After the commencement date, the amount
of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments
made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a
change in future lease payments arising from change in an index or rate, a change in the lease term, a
change in the in-substance fixed lease payments or a change in assessment to purchase the underlying
asset.



ACCOUNTING POLICIES (continued)

Significant judgement in determining the lease term of contracts with termination options

The Group determines the lease term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any
periods covered by an option to terminate the lease, if it is reasonably certain not to be exercised.

The Group has the option to early terminate some of its leases. The Group applies judgment in
evaluating whether it is reasonably certain not to exercise the option to terminate. It considers all
relevant factors that create an economic incentive for it not to exercise the termination option. After
the lease commencement date, the Group reassesses the lease term if there is a significant event or
change in circumstances that is within the control of the Group and affects its ability to exercise the
option to terminate.

Amounts recognized in the interim condensed consolidated statement of financial position and
income statement
The carrying amounts of the Group’s right-of-use assets and lease liabilities, and the movement during
the period are as follows:

Right-of-use assets

Prepaid

land lease Motor Lease

payments Properties  vehicles Total liabilities

HK$’000 HK3$’000 HK$'000 HK$000 HKS$ 000
As at 1 April 2019 35,613 1,762 448 37,823 2,210
Additions - 2,425 58 2,483 2,483
Depreciation charge (704) (517) (174) (1,395) -
Interest expenses - - - - 84
Payments - - - - (739)
Exchange realignment (1,222) (111) (18) (1,351) (130)
As at 30 September 2019 33,687 3,559 314 37,560 3,908

The Group recognized rental expenses from short-term leases of HK$2,403,000 and lease of
low-value assets of HK$44,000 for the six months ended 30 September 20109.

The HKICPA has also issued a number of new and revised HKFRSs which are not yet effective for
the current reporting period. The Group has not early adopted those new and revised HKFRSs in
these condensed interim financial statements. The Group is in the process of making an assessment of
the impact of these new and revised HKFRSs upon initial application, but is not yet in a position to
state whether these new and revised HKFRSs would have significant impact on the Group’s financial
performance and financial position.
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REVENUE AND OPERATING SEGMENT INFORMATION

The Group’s revenue from contracts with customers is related to sale of goods, and all the revenue is
recognized at a point in time when control of goods is transferred to customers generally on delivery
of the goods.

The Group is principally involved in the manufacture and sale of plastic injection moulding machines
and related products. For management purposes, the Group is organized into business units based on
the locations of customers and has three reportable operating segments as follows:

0] Mainland China and Hong Kong;
(i) Taiwan; and
(iii)  Other overseas countries.

Management monitors the results of the Group’s operating segments separately for the purpose of
making decisions about resource allocation and performance assessment. Segment performance is
evaluated based on reportable segment profit, which is a measure of adjusted profit before tax. The
adjusted profit before tax is measured consistently with the Group’s profit before tax except that
interest income, unallocated income and gains, finance costs, share of profits less losses of associates,
and corporate and unallocated expenses are excluded from such measurement.

There are no significant sales between the reportable operating segments.

Disaggregation of revenue from contracts with customers by locations of customers, as well as
revenue and results information for the Group’s operating segments for the periods ended
30 September 2019 and 2018 is as follows:

Segment revenue

from external customers Segment results
Six months ended Six months ended
30 September 30 September
2019 2018 2019 2018

HK$’000  HK$'000  HKS$’000 HK3000

Mainland China and Hong Kong 507,823 585,322 48,249 27,235
Taiwan 67,811 72,094 2,435 4,418
Other overseas countries 205,726 230,864 12,589 10,481

781,360 888,280 63,273 42,134

Reconciliation of results of
operating segments to
profit before tax is as follows:

Operating segment results 63,273 42,134
Unallocated income and gains 7,519 5,171
Corporate and unallocated expenses (19,817)  (15,836)
Finance costs (1,067) (693)
Share of profits less losses of associates 250 1,009
Profit before tax 50,158 31,785
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3. PROFIT BEFORE TAX
The Group’s profit before tax is arrived at after charging/(crediting):

Six months ended
30 September
2019 2018
HKS$’000 HKS$°000

Cost of inventories sold 599,411 685,689
Depreciation of property, plant and equipment 26,817 30,322
Depreciation of right-of-use assets 1,395 -
Amortization of prepaid land lease payments - 687
Loss/(gain) on disposal of items of property, plant and equipment 15 (483)
Write-off of items of property, plant and equipment 485 659
Write-back of impairment of trade receivables, net (7,869) (5,662)
Provision/(write-back of provision) for inventories, net 724 (1,532)
Write-back of impairment of other receivables, net (152) -
Foreign exchange differences, net 1,242 16,923
Interest income (6,323) (4,185)
Finance lease interest income (1,196) (986)

4. INCOME TAX EXPENSE
No provision for Hong Kong profits tax has been made as the Group did not generate any assessable
profits arising in Hong Kong during the period. Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the countries/jurisdictions in which the Group operates.

Six months ended

30 September
2019 2018
HK$’000 HKS$°000
Current:

Charge for the period
Hong Kong - -
Elsewhere 16,736 10,776
Underprovision/(overprovision) in prior periods (428) 282
Deferred 9 1,261
Tax charge for the period 16,299 12,319
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DIVIDENDS
Six months ended
30 September
2019 2018
HKS$’000 HKS$°000

Dividends paid during the period:
Final in respect of the financial year ended 31 March 2019
- HK$0.04 (2018: HK$0.05) per ordinary share 25,221 31,527

The Board has declared the payment of an interim dividend of HK$0.035 (2018: HK$0.03) per
ordinary share for the six months ended 30 September 2019 totalling HK$22,069,000 (2018:
HK$18,916,000). These condensed interim financial statements do not reflect the interim dividend
payable.

EARNINGS PER SHARE ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY
The calculation of the basic earnings per share is based on the Group’s profit attributable to equity
holders of the Company for the period of HK$34,101,000 (2018: HK$20,051,000) and on the
weighted average number of ordinary shares of 630,531,600 (2018: 630,531,600) in issue during the
period.

No adjustment has been made to the basic earnings per share presented for the periods ended

30 September 2019 and 2018 as the Group had no potentially dilutive ordinary shares in issue during
these periods.
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TRADE AND BILLS RECEIVABLES
30 September 31 March

2019 2019

Notes HKS$’000 HK 3’000

Trade receivables 695,110 713,646
Impairment (70,523) (81,062)
Trade receivables, net (a) 624,587 632,584
Bills receivable (b) 286,150 282,514
Total trade and bills receivables 910,737 915,098
Portion classified as non-current portion (24,673) (30,779)
Current portion 886,064 884,319

Trading terms with customers are either cash on delivery, bank bills or on credit. The Group grants
credit to customers based on their respective business strength and creditability, with credit periods of
30 days to 180 days in general. The Group adopts strict control policies over credit terms and
receivables that serve to minimize credit risk.

In view of the aforementioned and the fact that the Group’s trade and bills receivables relate to a large
number of diversified customers, there is no significant concentration of credit risk. The Group does
not hold any collateral or other credit enhancements over these balances. Except for the trade
receivables of HK$78,455,000 as at 30 September 2019 (31 March 2019: HK$79,663,000) which are
interest-bearing at an average interest rate of 6.2% (31 March 2019: 6.1%) per annum and with credit
periods of 12 months to 24 months in general, the remaining trade and bills receivables are
non-interest-bearing.

(@) The ageing analysis of the trade receivables as at the end of the reporting period, based on the
invoice date and net of loss allowance, is as follows:

30 September 31 March
2019 2019
HKS$’000 HKS$°000

Within 90 days 244,302 275,450
91 to 180 days 141,216 92,680
181 to 365 days 152,341 163,745
Over 1 year 86,728 100,709

624,587 632,584
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7. TRADE AND BILLS RECEIVABLES (continued)
(b) The maturity dates of the bills receivable as at the end of the reporting period are analyzed as

follows:
30 September 31 March
2019 2019
HKS$’000 HK$°000
Within 90 days 127,352 114,772
91 to 180 days 112,436 104,782
181 to 365 days 46,362 62,960

286,150 282,514

8. FINANCE LEASE RECEIVABLES
The Group leases certain of its injection moulding machines to its customers. These leases are
classified as finance leases and have remaining lease terms ranging from 1 month to 2 years
(31 March 2019: 1 month to 2 years). The customers shall purchase the leased injection moulding
machines at the end of lease terms of the finance leases.

30 September 31 March
2019 2019
HKS$’000 HK3’000

Finance lease receivables 38,694 42 968
Impairment (891) (937)
Finance lease receivables, net 37,803 42,031
Portion classified as non-current portion (2,096) (4,215)
Current portion 35,707 37,816
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8. FINANCE LEASE RECEIVABLES (continued)
As at 30 September 2019, the total future minimum lease receivables under finance leases and their
present values were as follows:

Present value

Minimum of minimum
lease receivables lease receivables
30 September 31 March 30 September 31 March
2019 2019 2019 2019
HKS$°000 HKS$’000 HKS$’000 HKS$’000
Amounts receivable:
Within one year 36,637 39,249 35,707 37,816
In the second year 2,174 4,329 2,096 4,215
Total minimum finance
lease receivables 38,811 43,578 37,803 42,031
Unearned finance income (1,008) (1,547)
Total net finance lease
receivables 37,803 42,031
Portion classified as
current assets (35,707) (37,816)
Non-current portion 2,096 4,215

No contingent income was recognized during the six months ended 30 September 2019 (2018: Nil).

9. TRADE AND BILLS PAYABLES
The ageing analysis of the trade and bills payables as at the end of the reporting period, based on the
invoice date, is as follows:

30 September 31 March

2019 2019

HK$’000 HKS$°000

Within 90 days 252,953 211,302
91 to 180 days 50,800 39,576
181 to 365 days 52,708 38,224
Over 1 year 11,683 10,238
368,144 299,340

The trade and bills payables are non-interest-bearing and are normally settled on terms of 3 to 6
months (31 March 2019: 3 to 6 months). Included in the trade and bills payables are trade payables of
HK$9,237,000 (31 March 2019: HK$7,792,000) due to associates which are repayable within 30
days.
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INTERIM DIVIDEND

The Board has resolved to declare an interim dividend of HK3.5 cents (2018: HK3.0 cents) per
ordinary share for the six months ended 30 September 2019 to shareholders whose names appear
on the Register of Members of the Company at the close of business on Tuesday, 17 December
2019. The interim dividend will be paid on or about Tuesday, 14 January 2020.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from Monday, 16 December 2019 to
Tuesday, 17 December 2019, both days inclusive, during which period no transfer of shares will
be effected. In order to qualify for the interim dividend, all transfer documents accompanied by
the relevant share certificates must be lodged with the Company’s branch share registrars in
Hong Kong, Tricor Tengis Limited, at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong
Kong for registration not later than 4:30 p.m. on Friday, 13 December 20109.

MANAGEMENT’S DISCUSSION AND ANALYSIS

BUSINESS PERFORMANCE

For the six months ended 30 September 2019, the Group registered total turnover of
HK$781 million (2018: HK$888 million), a decline of 12% from the same period of last year. On
the other hand, profit attributable to equity holders rose by 70% to HK$34.1 million (2018:
HK$20.1 million), with the main reasons being less foreign exchange losses and general
improvements in gross margin as compared with the same period of last year. Basic earnings per
share was HK5.4 cents (2018: HK3.1 cents). The Board has resolved to declare an interim
dividend of HK3.5 cents (2018: HK3.0 cents).

The primary causes of turnover decline in the first half of this financial year were the softened
global markets, Sino-US trade tension, and weakened economic conditions in China. After the
financial crisis in 2008, China had been the key driver for global economic growth. However,
economic slowdown in general and the trade war with the USA caused China’s year-on-year
industrial output growth dropped below 5% in July 2019, being the slowest for many years, along
with a parallel slowdown in retail activities. It remains uncertain when China will resume its
growth momentum in near term. The drastic 16% year-on-year decrease in China’s export to the
USA in August 2019 inevitably demonstrated the adverse impact of the trade war towards
Sino-US bilateral trade activities.

The prolonged trade war and slowing down of domestic consumption also caused China’s Gross
Domestic Product “GDP” growth to disappoint, dropping to 6% for the third quarter of 2019. In
response, the Central Government acted promptly to prop up the economy, hoping to sustain a
growth rate of above 6% through measures such as various tax cuts.

The worldwide economy fared no better as the long expansion period started in 2006 came to an
end and the G7 returned to mild nominal growth. The most impacting events during this period
included the uncertainties of Brexit, tight-bound political and deteriorating economic conditions
within the Eurozone, rising unemployment rate, and the anticipation of interest rate-reduction
cycle in the USA. Needless to say, developing countries across the global lay victims to such
turmoil on a global scale.

17



The Group nevertheless achieved improvements in gross margin despite operating in such
adverse market conditions. This was due to successes from cost control and production
enhancement programs.

MARKET ANALYSIS
Breakdown of turnover, based on the location of customers, for the six months ended 30
September 2019 is as follows:

2019 2018
Customer Location (HK$ million) (HK$ million) Change
Mainland China and Hong Kong 508 585 -13%
Taiwan 68 72 -6%
Other overseas countries 205 231 -11%
781 888 -12%

For most of 2019, except for a mild boom during the first quarter, China was hindered by issues
arising from its trade war and economic slowdown. Essentially, the China market shrunk during
the entire first half of the financial year, a fact confirmed by the sub-par Purchasing Manager’s
Index “PMI” figures for 2019 and the dropping of the industrial output growth rates. The Central
Government has responded with measures including tax-cuts and looser monetary policies, which
should gradually stimulate economic activities.

Among all these influencing factors, the Sino-US trade war caused the heaviest impacts to the
Group’s performance, because the Group’s primary customer base depends heavily on exports to
the USA and the hefty tariffs struck a huge blow to their competitiveness. This, together with
lackluster domestic consumption, rendered most customers unwilling to invest in new
manufacturing equipment. As a result, the Group’s turnover in China dropped by 13% to
HK$508 million (2018: HK$585 million), or by a single-digit of 9% if denominated in Renminbi
as the currency devaluated against Hong Kong dollar during the financial period under review.

On the positive side, the Group’s new flagship product line — the MK6 — continued to be highly
praised and sought after due to its superb reliability and high quality, constantly capturing market
share. During the first half of the financial year, the MKG6 accounted for almost half of all
small-to-medium tonnage products sold by the Group. The next “episode” of the MK6 — a new,
highly affordable extension line named the “MK6e” (the “evolution” series) has already been
launched this year and is rapidly moving to become another blockbuster for the Group.

The Group’s turnover in Taiwan dropped by 6% to HK$68 million (2018: HK$72 million)
because of weak market demand from customers in Taiwan exporting to Europe and the USA.
World markets, however, varied from region to region, depending heavily on regional
macro-economic and political conditions. For instance, the USA levied a hefty 25% import tariffs
on a wide range of Chinese goods which incidentally included the Group’s main product
category — the plastic injection moulding machine. Consequently, the Group’s performance in the
Americas experienced a severe set-back. In addition, the Group’s turnover in Europe was also
hard-hit due to Brexit uncertainties and weak European economic conditions (especially for the
automotive industry).
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The Group, however, registered growth in Asia, the Middle-East and Africa, even though these
regions were also plagued by the same economic problems. It was mainly because MK6 has
finally gained popularity (and market share) among conservative overseas customers. Growth
from these regions partly offset the decline in Europe and the Americas, leading to a decline of
11% in overseas turnover to HK$205 million (2018: HK$231 million).

NEW PRODUCTS DEVELOPMENT

During this financial year, the Group launched an extension of the flagship MKG6 production
line — the MK6e “evolution” — which rapidly captured the hearts, and budget, of customers in
China. The “e” in “MK®6e” stands for “evolution,” meaning that this new product series inherits
from a strong base of the MK6 with its high-end Japanese-based technology, superior
performance and precision, as well as rock-solid stability and reliability — much better than the
same tier products in the market. On top of these, the MKG6e boasts great affordability, flexibility,
adaptability, and is fine-tuned precisely for common application scenarios, making it the ideal
product for targeted industries.

In the future, the Group will target the MK6 for high-end applications (e.g. those requiring
high-speed, high-pressure and high-precision), while the MK6e will be able to adequately serve
the needs of most common production. It is estimated that, by the end of this financial year, the
combined product lines of MK6 and MK6e will account for a much larger portion of the Group’s
sales of small-to-medium tonnage injection moulding machines, and will give the Group a much
stronger competitive advantage.

PRODUCTION AND COST CONTROL

The Group had observed the recent trend of declining gross margin, in particular the large drop
during the previous half-year, and decided to set up a totally independent and specialized
“Central Procurement Committee” at the beginning of this financial year in order to tackle the
problem. This Committee was tasked with the strategic coordination management of the
Group’s entire supply chain operation and vendor tendering processes. During the period under
review, the Committee’s work successfully enhanced the structure of the Group’s supply chain
management and effectively reduced average procurement costs, leading to net improvements in
gross margin for this financial year.

In addition, the Group decided to completely revamp and map out the operating structure of the
Group’s various production facilities with a view to modernize and enhance efficiency and
sustain market competitiveness. This involved regrouping and restructuring production
management, streamlining procedures, investing in state-of-the-art information infrastructure,
and progressively launching a new rewards and incentive initiative — the “Shared Success
Scheme” — which enabled all stakeholders throughout the entire production pipeline to be
adequately empowered for higher operational efficiency, as well as fully motivated and rewarded
based on achievements and merits. The Scheme started preliminary trials in various production
facilities and the Group was already pleased to see certain improvements in resources utilization,
general quality levels and sales coordination flexibility.
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In order to give the above-mentioned strategic programs the complete support they deserved, the
Group specifically appointed two senior management at Group level to the two largest production
facilities, namely Shenzhen Industrial Park and Shunde, to be fully responsible for driving the
programs forward.

LIQUIDITY AND FINANCIAL CONDITIONS

As at 30 September 2019, the Group had net current assets of HK$1,585 million (2018:
HK$1,561 million), which represented a 2% increase over last year. Cash and bank balances
(including pledged deposits) amounted to HK$782 million (2018: HK$548 million), representing
an increase of HK$234 million over last year. The bank borrowings were HK$74 million (2018:
HK$73 million), increased by HK$1 million, which were short term loans with floating interest
rates for general working capital purposes. The Group recorded a net cash position of HK$708
million (2018: HK$475 million), representing an increase of HK$233 million.

The gearing ratio of the Group is measured as total borrowings net of cash and bank balances
divided by total assets. The Group had a net cash position as at 30 September 2019, and as a
result, no gearing ratio was presented.

It is the policy of the Group to adopt a consistently prudent financial management strategy, and
sufficient liquidity is maintained with appropriate levels of borrowings to meet the funding
requirements of the Group’s investments and operations.

CHARGE ON ASSETS

As at 30 September 2019, bank deposits of certain subsidiaries of the Group in the amount of
HK$28 million (2018: HK$33 million) were pledged, including HK$10 million (2018: HK$18
million) for securing bank loans granted by banks in Mainland China to customers to purchase
the Group’s products, HK$18 million (2018: HK$15 million) for securing the issuance of bank
acceptance notes, included in the trade and bills payables, to suppliers.

CAPITAL COMMITMENTS

As at 30 September 2019, the Group had capital commitments of HK$5 million (2018: HK$4
million), mainly in respect of the construction of industrial buildings and the purchases of
production equipment in Mainland China, which are to be funded by internal resources of the
Group.

TREASURY AND FOREIGN EXCHANGE RISK MANAGEMENT

The Group adopts a prudent approach in managing its funding. Funds, which are primarily
denominated in Hong Kong Dollar, the Renminbi, the New Taiwanese Dollar, the U.S. Dollar
and the Euro, are generally placed with banks in short or medium term deposits for working
capital of the Group.

As at 30 September 2019, the Group had borrowings in Japanese Yen equivalent to HK$24
million (2018: HK$23 million) for payments to suppliers in Japanese Yen. The Group, from time
to time, assesses the risk exposure on certain volatile foreign currencies and manages it in
appropriate manner to minimize the risk.

20



The Group has substantial investments in Mainland China and is aware that any fluctuation of the
Renminbi would have an impact on the net profits of the Group. However, since most of the
transactions of the Group are conducted in Renminbi, the direct impact from the exchange
differences on the Group’s operations and cash flows is slight.

CONTINGENT LIABILITIES
As at 30 September 2019, the Group provided guarantees to banks amounted to HK$15 million
(2018: HK$28 million) for bank loans granted to customers to purchase the Group’s products.

HUMAN RESOURCES

As at 30 September 2019, the Group had approximately 2,200 (2018: 2,300) full-time employees.
The Group offers good remuneration and welfare packages to its employees and maintains
market-competitive pay levels. Employees are rewarded based on individual performance as well
as the results performance of the Group.

The Group conducted regular programs, including comprehensive educational and professional
training, and social counselling activities, to its employees to enhance staff quality, standards of
professional knowledge and teamwork spirit.

OUTLOOK FOR THE SECOND HALF

Into the second half of the financial year, global economic conditions remain uncertain and
volatile, depending mainly on the outcomes of Sino-US trade negotiations, Brexit, the U.S.
Federal Reserve’s rate-reduction cycle, and whether more economic stimulus measures will come
from the Central Government.

The Group’s core strategy for the second half-year lies in the MK6e “evolution,” which should be
a very strong contender in the marketplace among competitive offerings, winning more market
share. The Group will also continue to strengthen the Central Procurement Committee’s
functions, drive further overhauls in the manufacturing structure, and accelerate investments to
open up new markets. The Group believes that its performance in the second half may overall
benefit positively from these actions.

CORPORATE GOVERNANCE CODE

Throughout the six months ended 30 September 2019, the Company has complied with all the
code provisions of the Corporate Governance Code as set out in Appendix 14 of the Listing Rules,
except for the following deviations:

Code provision A.4.2 provides that every director should be subject to retirement by rotation at
least once every three years. The directors of the Company (except the Chairman of the Company)
are subject to retirement by rotation at least once every three years as the Chen Hsong Holdings
Limited Company Act, 1991 of Bermuda provides that the chairman and managing director of
the Company are not required to retire by rotation.
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Code provision A.2.1 provides that the roles of Chairman and Chief Executive Officer should be
separate and should not be performed by the same individual. The roles of the Chairman of the
Board and the Chief Executive Officer of the Company are performed by the same individual, Ms.
Lai Yuen CHIANG. Given the skills and experience of Ms. CHIANG and her long term of service
with the Group, this structure can be considered appropriate to the Group and can provide the
Group with strong and consistent leadership for effective and efficient business planning and
decisions, as well as execution of long term business strategies.

COMPLIANCE WITH THE MODEL CODE AND THE CODE FOR SECURITIES
TRANSACTIONS BY THE DIRECTORS

The Company has adopted a Code of Conduct regarding Securities Transactions by the Directors
(the “Code of Conduct”) on terms no less exacting than the required standard as set out in the
Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code™)
contained in Appendix 10 of the Listing Rules. The Company, after having made specific enquiry
of all directors, confirms that all directors have complied with the required standard set out in the
Code of Conduct and the Model Code for the six months ended 30 September 2019.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE
COMPANY

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the listed
securities of the Company during the six months ended 30 September 2019.

REVIEW OF ACCOUNTS

The Audit Committee of the Company has reviewed with the Management the unaudited interim
results for the six months ended 30 September 2019 and discussed internal controls and financial
reporting matters, including the review of accounting principles and practices adopted by the
Group.

On behalf of the Board
CHEN HSONG HOLDINGS LIMITED
Lai Yuen CHIANG
Chairman and Chief Executive Officer

Hong Kong, 28 November 2019

As at the date of this announcement, the executive directors of the Company are Ms. Lai Yuen
CHIANG and Mr. Stephen Hau Leung CHUNG, and the independent non-executive directors of
the Company are Mr. Johnson Chin Kwang TAN, Mr. Anish LALVANI, Mr. Bernard Charnwut
CHAN and Mr. Michael Tze Hau LEE.
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