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ARTS OPTICAL INTERNATIONAL HOLDINGS LIMITED

雅視光學集團有限公司

(incorporated in Bermuda with limited liability)

INTERIM RESULTS

FOR THE SIX MONTHS ENDED 30TH JUNE, 2001

INTERIM RESULTS

The Board of Directors (the "Directors") of Arts Optical International Holdings Limited (the "Company") is pleased to announce that the unaudited consolidated results of the Company and its subsidiaries (together, the "Group") for the six months ended 30th June, 2001 together with comparative figures for the corresponding period in 2000 are as follows:-


Six months ended 30th June,



2001

2000


Notes
HK$'000

HK$'000

Turnover
1
274,073

304,467

Cost of sales

(170,325
)
(178,932
)

Gross profit

103,748

125,535

Other revenue

4,228

4,510

Distribution costs

(5,463
)
(10,382
)

Administrative expenses

(33,965
)
(42,915
)

Other operating expenses

(1,189
)
(1,772
)

Profit from operations
2
67,359

74,976

Finance costs
3
(292
)
(1,107
)

Profit before taxation

67,067

73,869

Taxation
4
(5,438
)
(6,515
)

Profit before minority interests

61,629

67,354

Minority interests

1,051

928

Net profit for the period

62,680

68,282

Dividend
5
28,248

24,079

Earnings per share

- Basic
6
17.9 cents

20.2 cents

- Diluted
6
17.7 cents

N/A

Notes:

1.
SEGMENT INFORMATION

The Group is principally engaged in the design, manufacture and sales of optical products. No business segment analysis is presented as management considers that the Group has one single business segment.

An analysis of the Group's revenue and results by geographical segment is as follows:


Six months ended 30th June,


2001

2001

2000

2000


Revenue

Results

Revenue

Results


HK$'000

HK$'000

HK$'000

HK$'000

United States
111,141

33,289

136,142

38,015

Europe
109,195

28,891

111,042

28,388

Asia
41,720

2,155

39,731

3,058

Others
12,017

3,410

17,552

4,918


274,073

67,745

304,467

74,379

Unallocated corporated expenses


(3,397
)


(2,471
)

Interest income


3,011



3,068

Profit from operations


67,359



74,976

2.
profit from operations


Six months ended 30th June,


2001

2000


HK$'000

HK$'000

Profit from operations has been arrived

at after charging (crediting):

Depreciation and amortisation
22,666

18,399

(Gain) loss on disposal of property, plant and equipment
(227
)
238

Interest income
(3,011
)
(3,068
)

3.
finance costs

The finance costs represent interest on bank borrowings wholly repayable within five years.

4.
taxation

The charge represents Hong Kong Profits Tax calculated at 16% of the estimated assessable profit for the period.

A portion of the Group's profits neither arises in, nor is derived from, Hong Kong. Accordingly, that portion of the Group's profit is not subject to Hong Kong Profits Tax. Further, in the opinion of the Directors, that portion of the Group's profit is not at present subject to taxation in any other jurisdiction in which the Group operates.

5.
dividend


Six months ended 30th June,


2001

2000


HK$'000

HK$'000

Interim dividend declared of 8 cents (2000: 7 cents) per share
28,248

24,079

6.
earnings per share

The calculation of the basic and diluted earnings per share is based on the following data:


Six months ended 30th June,


2001

2000


HK$'000

HK$'000

Earnings

Earnings for the purposes of basic and diluted earnings per share
62,680

68,282

Number of shares

Weighted average number of shares for the purpose

of basic earnings per share
350,640,000

338,000,000

Effect of dilutive potential shares in respect of share options
3,268,956

Weighted average number of shares for the purpose

of diluted earnings per share
353,908,956

No diluted earnings per share for the six months ended 30th June, 2000 is presented as the Company did not have any dilutive potential shares outstanding during that period or as at 30th June, 2000.

DIVIDEND

The Directors have resolved to declare an interim dividend of 8 cents per share for the six months ended 30th June, 2001 (2000: 7 cents per share). The interim dividend will be payable on 10th October, 2001 to shareholders whose names appear on the register of members of the Company on 5th October, 2001.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from 3rd October, 2001 to 5th October, 2001, both days inclusive, during which period no transfer of shares will be effected. All transfers, accompanied by the relevant share certificates, must be lodged with the Company's share registrars in Hong Kong, Secretaries Limited at 5th Floor, Wing On Centre, 111 Connaught Road Central, Hong Kong not later than 4:00 p.m. on 28th September, 2001 in order to qualify for the interim dividend abovementioned.

BUSINESS REVIEW

Summary of results

Following a robust year in 2000, the general business environment became more difficult in the first half of 2001. The Group has stated in its 2000 annual report that "2001 will be a year of consolidation for the businesses of the Group". The Group's consolidated turnover and net profit for the period under review decreased by 10% and 8% to HK$274.1 million and HK$62.7 million respectively as compared with the corresponding period in 2000. Basic earnings per share also decreased by 11% to 17.9 cents.

Original design manufacturing ("ODM") division

Sales to ODM customers dropped by 13% from HK$279.0 million in the first half of 2000 to HK$244.1 million during the period under review. United States and Europe continued to be the major markets for the ODM division of the Group and accounted for 45% and 42% (2000: 49% and 39%) respectively of the Group's turnover of its ODM business. Customers in the United States became more cautious in placing orders since the slowdown of the economy began in the second half of last year. The weakness of the Euro during the first half of this year has also adversely affected the demand of some European customers for the Group's products. Although the Group continued to further diversify into higher margin metal and titanium frames, this was offset by the negative impact from the reduction in overall demand for the Group's products during the period under review. Metal frames, handmade plastic frames, titanium frames, injection moulded plastic frames and spare parts accounted for 48%, 35%, 13%, 2% and 2% of the turnover of the ODM business during the six months ended 30th June, 2001 respectively (2000: 39%, 46%, 12%, 2% and 1%)

Distribution division

Despite a more difficult operating environment during the first half of 2001, the Group continued to strengthen the presence of its own-branded and license branded products in Asian and European markets. Turnover of the distribution division increased by 10% from HK$15.3 million in the first half of 2000 to HK$16.9 million in the corresponding period of 2001. The 51% owned joint venture company with the Rayner and Keeler Group contributed most of the increase in turnover of this division.

Retail division

Expansion of the Group's retail network in China continued during the period under review. As at 30th June, 2001, the Group operated a total of 25 retail shops in China (11 shops in Beijing, 8 shops in Shenzhen, 3 shops in Nanjing and 3 shops in Shanghai). As a result, turnover of the retail division increased by 28% to HK$13.1 million during the first half of 2001 as compared with the corresponding period last year. Improvement in business performance continued because of the effects of economies of scale and the relatively strong performance of the China economy.

PROSPECTS

Summary

The management of the Group will continue to follow the guiding principles laid down in its 2000 annual report: enhancement of efficiency, further diversification of products and markets and maintenance of financial stability. The Group will continue to benefit from the healthy cashflow generated from its core businesses and strong financial position.

Outlook for the ODM business

Although the decline in orders has been stabilising, the management of the Group does not anticipate a significant rebound of the performance of the ODM business in the second half of the year in view of the recent development in the United States. The management will continue in its efforts to improve the operating efficiency of the Group so that it is well poised to capture the surge in demand for the Group's products when the full impact of interest rate cuts in the United States and the strengthening of the Euro are reflected.

Further consolidation of China businesses

The management of the Group believes that China's imminent entry into the World Trade Organisation will provide enormous opportunities for its distribution and retailing businesses. Further streamlining of its business operations in China is being undertaken. The Group has recently set up a wholly foreign owned enterprise in Shenzhen and transformed its sino-foreign cooperative joint venture in Zhongshan into a wholly foreign owned enterprise. Both of these companies have local sales rights in China and will facilitate the further expansion of the Group's business in the mainland.

Progress of further diversification

The Group's collaboration with Optical Dynamics Corporation of the United States for the manufacture and distribution of patented ophthalmic lens fabrication systems is progressing well. Commercial production is expected to commence by the end of this year and the system has been introduced in the optical fair in Beijing in September this year. Pursuant to the agreement with Optical Dynamics Corporation, the Group will also export these systems to Optical Dynamics Corporation for its distribution in North America and Europe. The management believes that further diversification within the optical industry will provide the Group with a solid and diversified base for recurring earnings growth in the future.

FINANCIAL REVIEW

Financial position, liquidity and gearing

During the period under review, net cash inflow from operating activities amounted to HK$72.1 million. As at 30th June, 2001, the Group had a balance of cash and cash equivalent of HK$159.3 million (31st December, 2000: HK$132.4 million). The management of the Group continued to put strenuous efforts on working capital management and the current ratio of the Group improved from 2.9:1 at 31st December, 2000 to 3.7:1 at 30th June, 2001.

The consolidated net asset value of the Group as at 30th June, 2001 was HK$492.4 million or HK$1.40 per share as compared to HK$454.1 million or HK$1.29 per share as at 31st December, 2000. No new shares were issued during the period under review and the Group had 350,640,000 shares in issue on 30th June, 2001. Total long term liabilities and debt to equity ratio (expressed as a percentage of long term liabilities over shareholders' funds) were HK$7.3 million and 1.5% respectively as at 30th June, 2001 (31st December, 2000: HK$7.3 million and 1.6%).

The Group had limited exposure to fluctuations in foreign exchanges as most of its transactions and borrowings were conducted in United States dollars, Hong Kong dollars or Renminbi and the exchange rates between these currencies were relatively stable during the period under review.

Pledge of assets

At 30th June, 2001, leasehold properties with an aggregate net book value amounting to HK$15,113,000 (31st December, 2000: HK$15,405,000) and bank deposits of HK$8,886,000 (31st December, 2000: HK$11,293,000) were pledged to banks to secure general banking facilities granted to the Group.

Contingent liabilities


30th June,

31st December,


2001

2000


HK$'000

HK$'000

Bills discounted with recourse
3,220

12,148

Employee and remuneration policies

The Group employed approximately 4,900 full time staff as at 30th June, 2001. The Group remunerates its employees based on their performance, experience, qualifications and prevailing market price while performance bonuses are granted on a discretionary basis after considering individual performance and the operating results of the Group. Other employee benefits include insurance and medical cover, subsidised educational and training programmes, mandatory provident fund scheme as well as a share option scheme.

PUBLICATION OF DETAILED RESULTS ANNOUNCEMENT ON THE EXCHANGE'S WEBSITE

A detailed results announcement containing all the information required by paragraphs 46(1) to 46(6) of Appendix 16 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Exchange") will be published on the Exchange's website in due course. The Group's unaudited interim financial statements have been reviewed by the Company's auditors, Deloitte Touche Tohmatsu, and a report of their review, will be included in the Interim Report to the shareholders of the Company.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

The Company has complied throughout the six months ended 30th June, 2001 with the Code of Best Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SHARES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company's listed shares during the six months ended 30th June, 2001.

By order of the Board

Ng Hoi Ying, Michael

Chairman

Hong Kong, 12th September, 2001
"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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