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 [For Immediate Release]

Water Oasis Announces 2006/07 Interim Results
Profit increases 53% to HK$10 million
* 
 
* 
 
*
China Operations Achieve Record High Profit After Tax and 

Continue to Drive the Group’s Future Growth


(Hong Kong, June 20, 2007) --- Water Oasis Group Limited (“Water Oasis” / the “Group”)(HKEx: 1161), a renowned skincare and beauty services group and the sole agent for the reputable ~H2O+ skincare products in Hong Kong, Taiwan, Macau, Singapore and Mainland China as well as the exclusive distributor of Neutrogena skincare products in  Mainland China department stores, announced its interim results for the six months ended March 31, 2007. 

During the period under review, the Group recorded turnover of approximately HK$278 million, representing a growth of 14% as compared with the same period last year.  Profit after taxation also increased by 53% to approximately HK$10 million.  Even excluding gain arising from change in fair value of investment properties, profit attributable to equity holders achieved good growth as compared with the same period last year.  The Board of Directors recommended the payment of an interim dividend of 4.0 HK cents per share and a special dividend of 1.0 HK cents per share for the said period.

Ms. C. Yu, CEO and Executive Director of Water Oasis, said, “We are delighted to see that the Group experienced strong growth over the past year, especially in our various China businesses, and achieved positive returns.  Our China operations, which included both ~H2O+ and Neutrogena outlets, achieved profit after tax that was a record high for the Group, and was more than double what was achieved for the same period last year.  Given the success of the Group’s China expansion programme, which has been pursued determinedly over the past few years, Mainland China will continue to be our primary focus for the Group’s future growth and development.”
- more -

During the period under review, the Group’s ~H2O+ retail business in China has continued apace.  As at the end of May 2007, the ~H2O+ outlets in China had increased from 115 to 145, successfully added an extra 30 outlets over the intervening 12-month period.  This is growth reflecting both the strong market enthusiasm for ~H2O+ products and the increasing spending power of urban Mainland Chinese.
The Group’s Neutrogena’s business has been pushing ahead with great vigour since its start a year ago with its first franchised Neutrogena store successfully opened in December 2006.  By the end of May 2007, the number of Neutrogena outlets operating in Mainland China has increased to 53, comprising both self-managed and franchised stores, spread across a total of 21 large cities.  The Group has invested a great deal of effort to establish Neutrogena as a trustworthy and high-profile brand amongst Chinese consumers.

The ~H2O+ retail business in Hong Kong over the period remained similar to that of the same period last year, on the back of a stable and loyal customer base boosted by large numbers of Mainland China tourists to Hong Kong who purchase ~H2O+ products while visiting.  However, to cope with the effects of rising rents and increasing labour costs on the Group’s Hong Kong results, cost-controls measures including strategies for making more efficient and cost-effective use of in-store space, as well as negotiation of longer-term rental deals were employed to soften the impact of inevitable rent increases, and maintain its overall profitability.

As to the overseas markets, Taiwan business has been only one of many that have experienced a downturn due to the direct impact of political turmoil and uncertainty on the economic situation.  In the period under review, the Group has involved in reducing the number of its Taiwan outlets to 13.  In Singapore, as 3 outlets have yet to flourish, the Group’s aim of balancing costs and returns may see some further consolidation in this market over the next few months. 

Turning to the Spa and Beauty businesses in Hong Kong, this segment continued to perform well, together accounting for 27% of the Group’s overall turnover for the period under review.  At the end of May 2007, the Group was operating 2 Oasis Spa outlets in Hong Kong aimed at the high-end market, and a further 17 Oasis Beauty and Aqua Beauty outlets catering to mid-range clients.  Both types of outlets achieved steadily increasing customer bases and ongoing growth in income from the beauty services they provide.

“New and advanced beauty equipment has been purchased directly from Europe since May 2007 which is completely new in Hong Kong.  We believe that these new services will bring our Group a further competitive edge in the beauty services market.” Ms. Yu commented.

- more -

The period under review also saw the Group take the final steps toward setting up and launching its first Oasis Beauty outlet in one of the most prestigious buildings in Beijing, Beijing APM.  Based on results over coming months, the Group will explore further opportunities of expanding by setting up further Oasis Beauty centers in other prime cities of China.   

“We plan to increase the rate of our expansion in China via both the franchise and self-managed model.  By end of the fiscal year 2007, we target to have a total of more than 170 ~H2O+ stores and more than 110 Neutrogena stores in China.  For the spa and beauty businesses, we expect to build on the success of our new Oasis Beauty outlet in Beijing by opening further beauty center outlets in similar tier-one cities in Mainland China.” Ms. Yu added.

In Hong Kong, the Group’s spa and beauty operations will take a fresh step forward to tap in the large potential customer pool with the forthcoming opening of in-house spa facilities in newly developed well-known housing estates in Hong Kong developed by the Henderson Land Group.  In mid-August 2007, the Group will be operating the spa center at “The Sherwood”, and towards the end of the year, it will begin operating the spa at the new “Grand Waterfront” development.  In addition, the Group is exploring into the businesses of medical beauty services and beauty services equipment distribution, believing that this can widen our beauty services spectrum. 

“The Group remains positive about the macro-economic environment for the coming six months, with both Hong Kong and the Mainland currently enjoying robust and healthy retail and service sectors.  Given our solid asset back-up and the fact that we have no bank loans or external financing arrangements, the Group is in an excellent position to respond quickly and flexibly to promising new business and investment opportunities that may arise.  We plan to maintain our current high-dividend policy and, more generally, our commitment to looking for the best returns possible for its equity holders.” Ms. Yu concluded.

- End -

About Water Oasis Group Limited

Water Oasis Group is principally engaged in the retail sales of ~H2O+ skincare products in Hong Kong, Macau, Taiwan, Singapore and the PRC, as well as spa and beauty businesses under the brand names “Oasis Spa”, “Oasis Beauty”, “Oasis Homme”, “Aqua Beauty” and “Oasis Beauty School”.  At present, Water Oasis has 14 retail outlets in Hong Kong, 13 in Taiwan, 1 in Macau, 3 in Singapore carrying the ~H2O+ brand, as well as 2 “Oasis Spa”, 13 “Oasis Beauty / Oasis Homme” and 4 “Aqua Beauty” in Hong Kong.  In the PRC, Water Oasis has over 145 self-managed or franchised outlets.  Also, Water Oasis has obtained the exclusive rights to distribute Johnson & Johnson’s Neutrogena products in Mainland China department store and to date has 53 Neutrogena department store counters in Mainland China.  Water Oasis was listed on the Main Board of the Stock Exchange of Hong Kong in March 2002.
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Highlights


Turnover increased by14% to HK$278 million


Operating profit increased by 38% to HK$12 million


Turnover achieved a double digit growth and profit after tax achieved a record high in Mainland China


Rapid expansion of ~H2O+ and Neutrogena outlets in Mainland China


Launch of new ~H2O+ product, Collagen 8000, and new advanced beauty equipment services unique to the market


Integrated management of operations for all beauty services centres to achieve higher level of synergy


Successfully opened the first beauty services centre in Beijing prime shopping area








