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Current Status, Issues & Current Status, Issues & 
ChallengesChallenges



Hong Kong Retail MarketHong Kong Retail Market
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Source:  Census and Statistics Department, HKSARSource:  Census and Statistics Department, HKSAR

Sep YTD: +14.1% Sep YTD: +5.0%



Circle K Hong KongCircle K Hong Kong
Current Status, Issues & ChallengesCurrent Status, Issues & Challenges

Significant drop in customer sentiment to spendSignificant drop in customer sentiment to spend

Still very high operating expenses (rental, Still very high operating expenses (rental, labourlabour, electricity , electricity 
and transportation)and transportation)

Differentiating strategies working well:Differentiating strategies working well:

““Always Something NewAlways Something New”” shopping experienceshopping experience

Excellence and depth in store operations, category Excellence and depth in store operations, category 
offerings and supply chainofferings and supply chain

Close partnership with suppliersClose partnership with suppliers



Circle K Hong KongCircle K Hong Kong
““Always Something NewAlways Something New”” PromotionsPromotions

ASNASN
Confectionery Confectionery 

PromotionPromotion

ASNASN
Media PromotionMedia Promotion

ASNASN
Halloween Halloween 
PromotionPromotion

ASNASN
Mario Mario BlingBling BlingBling

BadgesBadges
PromotionPromotion



Guangzhou Retail MarketGuangzhou Retail Market
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Source: Bureau of Statistics, GuangzhouSource: Bureau of Statistics, Guangzhou

Sep YTD: +20.6% Sep YTD: +6.8%



Circle K Southern ChinaCircle K Southern China
Current Status, Issues & ChallengesCurrent Status, Issues & Challenges

Low market sentiment driven by slumping stock and real Low market sentiment driven by slumping stock and real 
estate market, plastic bags levy, Olympics, melamine milkestate market, plastic bags levy, Olympics, melamine milk

Started franchising experiment for the 3rd storeStarted franchising experiment for the 3rd store

Performance of Dongguan market has been disappointing Performance of Dongguan market has been disappointing 
due to closing down of factoriesdue to closing down of factories



Saint Honore GroupSaint Honore Group
Current Status, Issues & ChallengesCurrent Status, Issues & Challenges

Overall brand rejuvenation progressing wellOverall brand rejuvenation progressing well

Store renovation, new bakery, cake and festive products, Store renovation, new bakery, cake and festive products, 
marketing and promotionmarketing and promotion

2008 gross margin (and net profit margin) badly affected by 2008 gross margin (and net profit margin) badly affected by 
increase in raw material cost and factory overheadincrease in raw material cost and factory overhead

Customers are becoming very price conscious and there is Customers are becoming very price conscious and there is 
no room for any price increaseno room for any price increase



Saint Honore GroupSaint Honore Group
New Store Design & ProductsNew Store Design & Products



2008Q3 Financial Results 2008Q3 Financial Results 
HighlightsHighlights



Number of StoresNumber of Stores

End of End of 
20072007

OpenedOpened Closed / Closed / 
Changed to Changed to 
FranchiseFranchise

Sep Sep 
20082008

Circle K Hong KongCircle K Hong Kong 270270 1515 (7)(7) 278278
Circle K Southern ChinaCircle K Southern China 7777 2424 (14)(14) 8787
-- Guangzhou (owned)Guangzhou (owned) 6363 1818 (8)(8) 7373
-- Guangzhou (franchised)Guangzhou (franchised) 11 22 -- 33
-- DongguanDongguan 99 -- (4)(4) 55
-- ShenzhenShenzhen 44 44 (2)(2) 66

Circle K Macau (J.V.)Circle K Macau (J.V.) 1616 11 (1)(1) 1616
Circle K Circle K ZhuhaiZhuhai (J.V.)(J.V.) 1010 22 -- 1212
Saint Honore GroupSaint Honore Group 9797 2323 (12)(12) 108108
CRA Group TotalCRA Group Total 470470 6565 (34)(34) 501501



2008 Financial Results Highlights2008 Financial Results Highlights
Group Turnover Group Turnover –– 3rd Quarter3rd Quarter
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2008 Financial Results Highlights2008 Financial Results Highlights
Group Turnover Group Turnover –– Sep YTDSep YTD
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2008 Financial Results Highlights2008 Financial Results Highlights
Gross Margin / Other IncomeGross Margin / Other Income
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2008 Financial Results Highlights2008 Financial Results Highlights
Store Operating ExpensesStore Operating Expenses
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2008 Financial Results Highlights2008 Financial Results Highlights
Store Operating ExpensesStore Operating Expenses
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2008 Financial Results Highlights2008 Financial Results Highlights
Group Net Profit Group Net Profit –– 3rd Quarter3rd Quarter
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2008 Financial Results Highlights2008 Financial Results Highlights
Group Net Profit Group Net Profit –– Sep YTDSep YTD
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2008 Financial Results Highlights2008 Financial Results Highlights
Net Profit By MarketNet Profit By Market

(HK$ Million)(HK$ Million) 2007Q32007Q3 2008Q32008Q3 ChangeChange

Hong Kong and Hong Kong and 
Macau MarketsMacau Markets 32.832.8 38.438.4

(10.5)(10.5)

27.927.9

+17.1%+17.1%

China MarketChina Market (5.0)(5.0) --110.0%110.0%

TotalTotal 27.827.8 +0.4%+0.4%



2008 Financial Results Highlights2008 Financial Results Highlights
Net Profit as % of Turnover Net Profit as % of Turnover –– 3rd Qtr3rd Qtr
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2008 Financial Results Highlights2008 Financial Results Highlights
Net Profit as % of Turnover Net Profit as % of Turnover –– Sep YTDSep YTD
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2008 Financial Results Highlights2008 Financial Results Highlights
Basic Earnings Per Share Basic Earnings Per Share –– 3rd Qtr3rd Qtr
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2008 Financial Results Highlights2008 Financial Results Highlights
Basic Earnings Per Share Basic Earnings Per Share –– Sep YTDSep YTD
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2008 Financial Results Highlights2008 Financial Results Highlights
3rd Quarter3rd Quarter

2007Q32007Q3 2008Q32008Q3 ChangeChange

Number of StoresNumber of Stores 454454 501501 + 10.4%+ 10.4%

Group Turnover (HK$M)Group Turnover (HK$M) 810.8810.8 898.5898.5 + 10.8%+ 10.8%

Group Net Profit (HK$M)Group Net Profit (HK$M) 27.827.8 27.927.9 + 0.4%+ 0.4%

Net Profit as % of TurnoverNet Profit as % of Turnover 3.4%3.4% 3.1%3.1% -- 0.3%0.3%

Basic Earnings Per ShareBasic Earnings Per Share 3.82 cents 3.82 cents 3.83 cents3.83 cents + 0.3%+ 0.3%



2008 Financial Results Highlights2008 Financial Results Highlights
September YTDSeptember YTD

Sep YTDSep YTD
20072007

Sep YTDSep YTD
20082008

ChangeChange

Number of StoresNumber of Stores 454454 501501 + 10.4%+ 10.4%

Group Turnover (HK$M)Group Turnover (HK$M) 2,135.22,135.2 2,487.92,487.9 + 16.5%+ 16.5%

Group Net Profit (HK$M)Group Net Profit (HK$M) 65.365.3 67.367.3 + 3.0%+ 3.0%

Net Profit as % of TurnoverNet Profit as % of Turnover 3.13.1 2.72.7 -- 0.4%0.4%

Basic Earnings Per ShareBasic Earnings Per Share 9.13 cents 9.13 cents 9.22 cents9.22 cents + 1.0%+ 1.0%



2008 Update and Outlook2008 Update and Outlook



2008 Update & Outlook2008 Update & Outlook

Financial tsunami to unfavorably impact on retail sales in Financial tsunami to unfavorably impact on retail sales in 
2008Q4 and 20092008Q4 and 2009

Pressure on selling prices and gross margin because of the Pressure on selling prices and gross margin because of the 
need to maintain market shareneed to maintain market share

Operating expenses and raw material cost to start Operating expenses and raw material cost to start 
downward adjustment in 2009Q2downward adjustment in 2009Q2

Good opportunities to reduce cost and expensesGood opportunities to reduce cost and expenses

Most challenging time expected from coming 2 quartersMost challenging time expected from coming 2 quarters

Promotions, tight expenses control and aggressive plan in Promotions, tight expenses control and aggressive plan in 
placeplace



2008 Update & Outlook2008 Update & Outlook
To SummarizeTo Summarize

Satisfactory results in 2008Q3 despite market turmoilSatisfactory results in 2008Q3 despite market turmoil

Challenging period ahead because of the financial tsunamiChallenging period ahead because of the financial tsunami

Quick actions and plan in place to deal with challengesQuick actions and plan in place to deal with challenges

Very healthy balance sheet with cash of HK$484M and no Very healthy balance sheet with cash of HK$484M and no 
bank loanbank loan



Thank You!Thank You!
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