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Chairman’s Statement

EERWE

Dear Shareholders,

In the beginning of 2020, the new pandemic has come
suddenly. The total retail sales of consumer goods
in Mainland provinces fell year-on-year, and Hubei,
where the pandemic was severe, fell by about half.
During the pandemic period, preventive measures
such as social isolation and travel restrictions were
implemented, residents reduced daily consumption
activities including shopping, entertainment, and
dining etc, which had a substantial impact on the retail
industry. Business hours of shopping malls in various
cities have been shortened to avoid aggregation of
people. Shopping malls in most parts of the country
have even suspended operations, keeping only
supermarket section to maintain people’s livelihood.
In the meantime, nearly a thousand shopping mall
landlords across the country provided rent concession
initiative to tenants, with a maximum exemption period
of two months. Under these unfavourable conditions,
the biannual results of department stores and
shopping malls were disastrous, with most companies
incurred losses.
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During the pandemic period, supermarket, which
focuses on ensuring people’s livelihood and stable
prices, mainly offers low-margin necessities for
residents. Operating income has been declining.
Due to the closure of cities and suspension of store
operation, revenue has dropped significantly, gross
profit margin has fallen. While staff costs have risen
as expenditures on prevention measures have
increased, it resulted in operating losses. The per
capita disposable income of residents has been
affected which not only worsen consumption in the
first quarter, but have an impact throughout the
year. Department stores and shopping malls may be
seriously affected this year. In terms of consumable
goods, the pandemic has a considerable impact
on durable goods sellers. Upstream suppliers and
downstream customers of its supply chain have
been affected by delayed resumption of work and
production, and logistics have been hindered;
Customer flow in branded apparel stores has been
decreased and temporary suspension of production
have led to a year-on-year decline in sales revenue
and net profit.

Operation of household appliances and department
stores across the country have temporarily been
suspended or closed in accordance with local
pandemic control regulations which have affected
sales turnover; Besides, with traffic restrictions,
community and village blockades and onsite
installation etc, the sales of home furnishing products
have also been greatly affected. Catering business is
the centre of attack of the pandemic. Consumption,
which is one of the key element to drive economic
growth, has been recovered to a certain extent
aftermath, but there will hardly be a retaliatory
consumption. The pandemic has aroused residents’
consciousness to accumulate savings to cope with
future uncertainties. In order to boost consumption,
various cities have introduced economic stimulus
policies, and spending vouchers have become an
important means and have also obtained positive
effects.
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With the coming of new retailing era, traditional
retail sales performance improves. The boundary
between online and offline retail formats will
become increasingly unclear. Through the
digital empowerment of traditional retail and the
enhancement of supply chain, the online service
capabilities of traditional supermarkets, department
stores, specialty stores and shopping malls will
continue to increase. Driven by new retailing era, the
service capabilities of shopping malls will also shift
from “providing shopping experience” to “creating
entertaining shopping experience” in 2020. The
merchants have different performance advantages.
In terms of product content, unknown branding and
cost saving low-end consumer product manufacturers
and merchants will use online and new branding to
obtain consumer groups in villages, low-tier cities, and
mature-aged consumer groups at lower prices. The
current “consumption degradation” phenomenon of
the growth of low-end consumer goods is essentially
the use of new sales models and traffic efficiency to
exchange prices for the market, and to seize online
shopping coverage and market share with pipeline
fees lower than traditional retailers.

Domestically, the business situation of shopping mall
gradually stabilized in the first half of the year. Sales
are generally under pressure, but they are showing
signs of recovery. During the pandemic from February
to April 2020, shopping malls generally reduced
the number of business days and operating hours,
and sales declined apparently comparatively. Sales
of domestic shopping malls in the first half of the
year have been steadily picking up after successive
promotion through online channel. Major shopping
malls performed well during the long holiday of
Labour Day. Due to the restrictions on travel abroad
and overseas purchase, domestic consumption has
been push up and high-end luxury products are more
attractive. During the time of pandemic, sales of luxury
goods in various malls have exceptional growth, with
famous brand name stores have walk-in queue and
visitor restriction phenomenon.
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The decline in rents has eased upon the increase of
customer flow in shopping malls. But the pandemic
control was tight, business operators were under
great pressure, and the willingness and ability to rent
have declined significantly. Thus some shopping malls
have implemented rent concession policy which led to
general decline in unit rental. Among them, the decline
in first-tier cities was larger. Major shopping malls
actively opened up online channels to hedge against
some offline sales risks. After employing online sales
applications and launching “Live Shopping Days”
and “Cloud Shopping”, they hope to stimulate online
consumption frequency. With the improvement of
the pandemic situation and the gradual relaxation of
control, rent reduction measures have been gradually
removed. Shopping malls have put forward sales
discount and shopping coupons to bring up customer
flow and alleviate rent burden. By the end of June, the
average daily customer flow of shopping malls across
the country had returned to 90% of the normal level.

The performance of the Group has been affected
by many factors, but we are still confident in the
development of the retail industry. To accommodate
with the new retail era, the main stores continue to
be meticulously decorated, remodeled, reformed
and consolidated, bringing consumers a refreshing
outlook. At the same time, we have also begun to
expand other investment areas in order to obtain
various investment income. The Group will continue
to integrate resources and adopt the strategy of
“consolidating growth trends and exploring innovative
areas” to enhance its core competitiveness in the
industry to cope with the emergence of new business
environments and new competitors. In the ever-
changing retail market, we are constantly looking for
business opportunities with profit potential.
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INDUSTRY OVERVIEW

In the first half of 2020, the global economy has
changed from slow growth to negative growth due
to the COVID-19 pandemic. The progress of the first
phase of the China-US trade agreement was slow
and the lockout of second phase of negotiation.
It is expected that the global economy will shrink
dramatically by 4.9% in 2020. The growth rate of
the gross national product of various countries has
declined. Among them, the United States and the
Euro zone may show negative growth. The European
Union predicts that the real Gross Domestic Product
(“GDP”) will shrink by more than 7% in 2020, even
though the government has taken measures to protect
income and employment to support household
consumption. The pandemic in Europe and the
United States is severe, and the total economic
output is predicted to shrink significantly. International
Monetary Fund (“IMF”) estimated that the growth
rate of advanced economies in 2020 is expected to
be -8.0%. The impact on economic activity in the
first half of this year seems to be more severe than
expected. The following countries are expected
to experience simultaneous deep recessions. On
the other hand, the 2020 growth rate of emerging
markets and developing economies is expected to
be -3.0%. By country, China’s economy is recovering
from the sharp contraction in the first quarter, and
the growth rate in 2020 is expected to be around
1.0%. India’s economic recovery will be even slower,
and its economy is currently forecast to shrink
by 4.5%. Brazil and Mexico, the two largest Latin
America economies, are expected to contract by
9.0% and 10.5% respectively in 2020. The pandemic
and trade negotiation are disrupting the economy,
and oil exporting countries will experience a severe
recession.
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In China, the consumer goods market was
significantly impacted by the pandemic in the first
half of the year. Residents’ shopping and dining
activities decreased. With the continued consolidation
of pandemic prevention and control, and the
implementation of various consumer promotion
campaign, residents increased their outing activities
and market sales improved significantly. The rural
consumer goods market has developed better than
the urban market. Driven by multiple factors such as
the continuous improvement of the logistics system
in rural areas and the rapid development of rural
e-commerce, the decline in retail sales of rural area in
the first half of the year was lower than that of urban
area. Online merchandise retail sales continued to
grow. Driven by the consumption promotion campaign
and the “618” shopping festival, the growth rate of
online shopping continued to accelerate. Traditional
retail store revenue continued to improve. With the
orderly restoration of life order, more residents go for
shopping, and traditional retail store business has
steadily picked up. Commodity retail continued to
improve, and the commodity structure continued to
be optimized. The decline in income from catering
and accommodation has significantly narrowed. The
consumer goods market is well supplied. Policies to
maintain stable supply in various regions have resulted
in overall stable supply.

In Guangdong Province, the Shenzhen government
has put forward measures to boost consumption,
including creating a series of “Shopping at Shenzhen”
event, promoting the night economy, and high-
standard and distinguished business districts. In
response to the stall economy, a night economic
street was suggested, with the theme of “Night
Shenzhen — Trendy Life”, to encourage the night
economic demonstration street to extend its
business hours. Foshan has been built a platform
to promote consumption. Create major themes of
the four seasons to promote consumption activities,
“Home - Life” theme surrounding home renovation,
electronic appliances, clothing, food and beverage,
transportation and other quality spending activities,
“Lingnan flavor — Foshan” food culture festival, and
“do the Lunar New Year shopping” spending theme
activities etc.
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The Nanning City of Guangxi organized the
Nanning Cloud Shopping Festival to extend the
online consumption scenes of department stores,
supermarkets, automobiles, catering and other
industries to stimulate consumption potential.
This is to support retail, accommodation, catering
companies, large commercial complexes, and
pedestrian streets to carry out various forms of
consumption promotion activities by a one-off
subsidy. Organise home appliance trade-in activities,
cultivate emerging business formats, support the
construction of cross-border e-commerce pilot
zones, and encourage traditional foreign trade
companies to use cross-border e-commerce to
explore international markets. Support traditional
business enterprises to expand online sales, develop
020 business with touchless delivery services, “Old
Streets and Alleys” pedestrian area as a high-quality
night economic gathering area, and upgrade “Night
Boat Ride Yongjiang” as a special tourist attraction.
Besides, build a “late night canteen” for special dining
place, and subsidize the image enhancement project
and supporting facilities construction of the night
economic landmark projects.

According to the statistics released by the National
Bureau of Statistics of China, GDP on the Mainland
amounted to RMB45,600 billion in the first half of
2020, representing a 1.6% decrease over the same
period last year.
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In the first half of the year, total retail sales of social
consumer goods was approximately RMB17,200
billion, representing a year-on-year (YOY) decline
of 11.4%. Among them, retail sales of consumer
goods of the “over-the-threshold” enterprises drop by
10.3% on a YOY basis to approximately RMB6,200
billion. Based on the geographical locations of the
operating units, retail sales of urban consumer
goods down by 11.5% to approximately RMB14,900
billion YOY, whereas retail sales of rural consumer
goods decreased by 10.9% to approximately
RMB2,300 billion YOY. By consumption pattern,
food and beverage revenue down by 32.8% to
approximately RMB1,500 billion YOY, whereas retail
sales of commodities down by 8.7% to approximately
RMB15,800 billion YOY. In terms of retail sales of
commodities, among “over-the-threshold” enterprises
amounted to approximately RMB5,900 billion,
representing a decrease of 9.0%. In the first half, total
domestic online retail sales amounted to RMB5,200
billion, representing a YOY growth of 7.3%. Among
them, the commodity goods online retail sales grew
by 14.3% on a YOY basis to approximately RMB4,300
billion, accounting for 25.2% of the total retail sales of
social consumer goods. The online commodity sales
for eat and use categories grew by 38.8% and 17.3%
respectively, while for wear category drop by 2.9%.
According to business model, the growth rate for
supermarket amounted to 3.8%, while the drop rates
for department store, specialty store and exclusive
store amounted to 23.6%, 14.1% and 14.4%
respectively during the period.
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All in all, in the first half of 2020, due to sharp decline
in international market demand, China’s foreign trade
has been severely affected. In order to help some
foreign trade companies to overcome the crisis,
various provinces have successively introduced the
internal loop economy of export to domestic sales.
The impact of the new pandemic on foreign trade
has shifted to a demand side. The transfer of export
products to domestic sales will further enrich market
supply, meet new consumer demand, increase
consumer choice, promote consumption upgrades,
and help promote the overall recovery of the
consumer market. With the implementation of the “six
stability” and “six support” policies, and the effects of
various preliminary customer promotion policies, the
consumer market is expected to continue its upward
trend.

The Group continued to progress with steadily and
rationally utilized its core advantages. In terms of
traditional retail, we locate Shenzhen as the center to
develop surrounding areas to preserve and expand
its retail market share. Actively increase revenue and
reduce expenditure in order to maintain its position
in the industry and operating advantages. In terms
of other investments, the group will continue to find
suitable investment opportunities to expand the
scope of the group’s retail business and increase the
diversification of business.

It is my pleasure to report to you that, the Group
has 8 stores (one of which is a sublet property) and
two shopping malls with an total operating area of
approximately 175,000 square meters on June 30,
2020. The new COVID-19 pandemic, the impact of
the new financial reporting standards, the closure of
3 retail stores, and the fierce competition in shopping
centers resulted in operating losses. The operating
conditions of some major stores still maintained stable
performance in the period. During the period, the
total revenue of the Group reached approximately
RMB224.6 million, a decrease of approximately 40.4%
compared with approximately RMB376.7 million in
the first half of 2019. The total loss attributable to
shareholders was approximately RMB51.4 million,
compared to a profit of approximately RMB8.0 million
for the six months ended June 30, 2019.
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DIVIDENDS

The Board believes that, backed with its sound
financial position and cash flows, the Group will
be able to finance the investments for its ongoing
development. The Group will strive to offer a
reasonable dividend distribution as a recognition to
the Shareholders of the Company (the “Shareholders”)
for their support to the Group.

FUTURE PROSPECT

In the first half of 2020, the Group has formulated
a series of measure to enhance sales turnover
and to avoid unnecessary costs, so as to achieve
management target. Moreover, the Group aimed
to consolidate the existing stores by reform and
innovation. By this, improvement in sales mix, upgrade
brand name, enhance shopping experience to provide
new shopping experience to customers.

In addition, the Group has explored new commercial
retail mode, including shopping mall, trial experience,
internet plus, and tasteful consumption. With the
online resource and shopping outlets, and the synergy
of online offline capacity, the Group is able to provide
a one-stop shopping experience to customers.

The year 2020 has both opportunity and challenge
existed, the Group has prepared to cope with all
difficulties, to make use of our core competency in the
industry.

Looking ahead, China is still under the fast pace of
development stage. The macro-economic condition
has significant impact to the industry. Rapid growth in
information technology has direct and critical effect to
the industry. The directors are confident towards the
future. The mission of the Group is to become one of
the major operators in the retail industry.

FEEREERARAT]

2

E=oHERENTBRARRE
1 R R SR S B AR %élﬁﬁﬁ
FORE - REE KB IR

e e
(AR |2 A 3 55 -

Pl EE R Hﬁ%ﬁtLAﬁ%ﬁﬁ
B EERPL  BAHEE - A
»?ED;ML HFBETKEEFEER
%o AREZLTHAIF - TEAR
Wi ZERANES - B
m i ﬂﬁﬁuuﬁﬁ jJUKLX/Félg’%
RPLISRITH  BBRAITHE B
NERLUEEE RRONTERA -

EEE ST B RS — ﬁﬁﬁfﬁi
B ’\E%%%EP Ly BEBE -
BB+ mKEBSHRETE -
]
ﬁzl

%
SET
e ob> %““i
ngm
i

- Yo 0) H

?T}fﬁ%%“’“*%@ 3
FED - MEBBERS
iR EEAEANEERES
MEESTER ?”‘TELM~

Emm KA ER a0 f’FﬁH
D %‘JFH%EJJEHWEIE fRHE S
; EREHNHE  REBETNER

il

Wr D
H"’*ﬂ

70}

—T_TERBEARYT - KK
@E’J@%Eﬁiﬁ PR EY
— IR ROMAAREEEITE
TRENES - BAEmS -

REARR - BN RE R R
B BB ZRBEEHTE
EE—ENFE o N EAFEMBY
VRS R NIER - WHTETE
MAERKZE - BEEHAEEME
BRITRFTMELD - NREBNESTD
gﬁﬂiﬂ BTEEXTHNEIRRELE

-—EomEGgRs 13



The Group will follow the trends, more innovative, and
expand its income source and improve its operating
performance through other means like merger and
acquisition to enhance its competitive advantage, to
explore new business opportunities and to uplift the
value of the Company.

APPRECIATION

Finally, on behalf of the Board, | would like to take
this opportunity to express my sincere appreciation to
the shareholders, suppliers, customers and business
partners for their long-term support, and thank all staff
for their dedication and contribution to the Group.

Zhuang Lu Kun
Chairman

Shenzhen, the PRC
27 August 2020
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Management Discussion and Analysis
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BUSINESS REVIEW

For the six months ended 30 June 2020, the Group
recorded revenue of approximately RMB224.6
million, representing a year-on-year (YOY) decrease
of approximately 40.4%. Gross profit amounted
to approximately RMB21.9 million, representing
a YOY decrease of approximately 61.8%; while
operating loss was approximately RMB50.2 million,
representing a YOY decrease of approximately
431.6%. Loss attributable to owners of the Company
was approximately RMB51.4 million, representing a
YOY decrease of 741.4%. There were 8 stores and
2 shopping malls at the end of the period. During the
period, there were closure of 3 stores, namely Shajing
store, Sanlian store and Xixiang store. Revenue
dropped attributable to the outbreak of the novel
coronavirus pneumonia (COVID-19) pandemic in
China since January 2020, the adoption of new Hong
Kong Financial Reporting Standard 16 — Leases, the
infant stage of operation and competitive business
environment of shopping malls operation, and the
additional expenses on disposal of fixed assets and
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fixed assets written off upon closure of three stores.
The main task was reduction of expenditure to keep
resources for future challenge during the period. Sales
of goods decreased by approximately RMB141.9
million, commissions income from concessionaire
decreased by approximately RMB30.5 million, rental
income from sub-leasing of shop premises increased
by RMB7.5 million, rental income from investment
properties decreased by approximately RMB1.0
million, rental income from sub-leasing of shopping
malls increased by approximately of RMB12.6 million,
and interest income from financing services increased
by approximately RMB1.2 million. The Group has
adopted positive operating strategy with value-added
service in retail stores, and continuously exploring and
developing other potential profit opportunities and
planned for the expansion of store and shopping mall
network.
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Management Discussion and Analysis

BEEmKR D

Recapping on the first half of 2020, the Group has the
following operation highlights.

(1) Sales of supermarkets and concessionaire
have fallen, gross profit has been affected
The local governments of Guangdong and
Guangxi and merchants distributed discount
spending vouchers which are helpful to retail
businesses in supermarkets and department
stores. However, the persistent of the pandemic
has forced resident’s spending more cautious,
sales have fallen. The Group implemented
a series of remedial measures. In terms of
display layout, it is planned to uplift the shelves
to enhance the visual feeling, and increase
the variety in the daily sundries category to
boost sales. In addition, we introduce some
popular cooked food and pastry to attract
customers through market research. In terms
of commodity management, we will focus on
the essence of commodities and perform fine
management. By enhancing marketing activities
and promotion leaflets, we set sales targets,
order management, display method, publicity,
follow-up procedure and results review of
popular products, and push forward seasonal
and thematic promotion campaign in stores. We
encourage concessionaires/vendors promotional
sales not only to create sales for the supermarket
section, but also solve the problem of manpower
shortage. Expanding online sales by promoting
the in-house online sales channel and outside
online sales platform. The main reason for the
gross profit gap is decline in sales. Increase
sales, look for high-margin products in the market
to introduce special promotions, increase vendor
activities and gift promotions, plan promotional
activities to obtain thin profits but quicker sales,
and carry out product management to speed up
product turnover which in return reduce maturity
arrival, minimize damaged goods, and avoid price
cuts.
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Management Discussion and Analysis
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(2) Improving the furnishings of shopping

18

malls, introducing catering and entertaining
providers in stores

The shopping center strengthens decoration
spirit to attract online community discussion, and
incorporates amusement facilities (such as kid’s
ball pool) to highlight the parent-child experience
and youthful vitality. Using vacant shops for
temporary promotional activities and earning
additional income. Add fragrance dispenser and
decorating green plants in toilets to enhance the
style of the mall. We are considering to provide an
“professional service room” amenity for shoppers
free consultation service. During the period,
we have implemented four types of reforms.
Standardize operations for system construction,
initiate system compilation and active team
building to increase training and market research
work. Target management, rent collection is
strictly controlled to strengthen cash flow.
Enhance the operating diversification to increase
other income. Vacant shops pending for business
invitation, commencement and renovation will be
closely followed-up to reduce operating losses.
Improve quality, conduct customer satisfaction
surveys, and formulate improvement plans.
Strengthen quality inspection and supervision,
and emphasize on quality stores.
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Management Discussion and Analysis

BEEmKR D

(3) Closure of stores to reduce operational
risks, renovation enhancement of major
stores to enhance store attractiveness
Upon the expiration of the lease agreement in
Xixiang Store, the group decided not to renew
the contract due to the rapid deterioration of the
surrounding business environment during the
period. Besides, due to declining geographical
advantage and surrounding environmental
factors, the performance of Sanlian Store and
Shajing Store was badly affected. The Group
has decided to terminate the lease agreements
before expiry of lease term after granting waiver
for compensation of early termination from the
respective landlords.

The group continues to upgrade and adjust its
stores layout to accommodate with the new
retail era. In the food section, the shelves have
been uplift and adjusted to make the overall
display more coordinated and leisurable, and
more convenient for customers to select goods.
In the daily necessities section, the shelves are
rearranged to expand the best-selling categories
of feminine products. In the fresh food section,
key items are reviewed every weekend to ensure
the best price offered to customers. We have
competitive advantage in the fruits category.
Meat stalls and vegetables are selling we