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DEAR SHAREHOLDERS,

On behalf of the board (the “Board”) of directors (the “Directors”) of Man Wah Holdings Limited (“Man Wah” or the 
“Company”), I hereby present the unaudited interim results of the Company and its subsidiaries (collectively, the “Group”) for 
the six months ended 30 September 2021 (“1HFY2022” or the “Review Period”).

BUSINESS REVIEW

During the Review Period, the Group faced a continuously challenging domestic and international economic environment. 
Following the global outbreak of the novel coronavirus (COVID-19) pandemic last year, it continued to affect globally at 
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In respect of brand promotion, we keep strengthening the recognition and influence of the brand “Cheers First-class Cabin” 
in China’s consumer market. Since 2015, we have increased investment in promoting the construction of various platforms 
such as e-commerce, live streaming, offline stores, etc. In combination with marketing methods such as live streaming, online 
celebrity endorsement, VR, video, and 5G big smart screen, we have materially enhanced the experience and exposure of 
household products and therefore the sales experience frequency, conversion rate and average transaction amount. In recent 
five years, consumers who buy our products are becoming younger, the house type is gradually universalized, and the demand 
for replacing recliner sofas with new ones surges. The trend of diversified, young and fashionable brands will continue in the 
Group, which is conducive to meeting the needs of Chinese consumer groups of all ages and consumption levels.

We also pay strong attention to the large-scale growth of the Group and the development trend of the consumer market, to 
achieve the goal of scaled-up and mass development. We value and invest in the construction of smart new retail and big 
data platforms. We introduce a great number of professional IT and operation talents to develop and upgrade software for the 
production, operation, store management, after-sales training and other departments of the Company. Our VR visualization 
system and CRM system present richer and more diversified purchasing scenarios. In the future, we will devote ourselves to 
building a big data platform integrating production and manufacturing, transportation service, store management, etc.. This 
aims to further enhance production efficiency, realize data and information management and control of intelligent terminal 
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MARKET REVIEW

During the Review Period, the continuing COVID-19 had caused major fluctuation and impact on global manufacturing as 
well as supply and demand. Benefited from long-term accumulation of past experience, Man Wah had gradually improved 
its ability to resist risks, and could still maintain a steady and robust development in the face of major changes in the market. 
At the same time, we continued to consolidate our internal strength by improving product R&D capabilities, enriching the 
Company’s product line, actively expanding the domestic market and enhancing the strength of distributors, and maintained 
an ongoing and substantial increase in the Company’s overall revenue.

China market

According to data released by the National Bureau of Statistics of China, the national GDP growth reached approximately 
9.8% in the first three quarters of 2021. During the Review Period, China’s overall economic and consumption situation was 
facing a variety of challenges and pressures. The continuing pandemic has caused impact on demand side at various levels 
during the Review Period. Meanwhile, domestic consumption and real estate policy regulation also had various degrees 
of impact on related segments. As Man Wah is in upholstered furniture industry of durable consumer goods and consumer 
upgrade back-end products, it was relatively less affected by the real estate and overall consumer environment. When 
everyone has accommodation of their own, the consumption potential released in the future will be more toward quality 
home life. Consumers’ demand for comfort and quality life will gradually increase, which will bring increased demand for 
high-quality, high-value-added, and highly cost-effective products. With long-term accumulation of strong manufacturing 
and cost control capability, the Group provided consumers with high-quality and highly cost-effective upholstered furniture, 
and has always focused on increased product differentiation and enhanced R&D to build its own product competitiveness. 
As one of the leading companies in the upholstered furniture market, the Group’s market share and the penetration rate of 
its recliner sofas remained at low level. The upholstered furniture market has a huge potential and its development is still 
ascending. Facing the long-term and stable demand for updating furniture products and consumption upgrades in the future, 
the Company hopes to seize the industry development opportunities in the future development, continuously strengthen 
the competitiveness of enterprises and products, and focus on long-term development to consolidate Man Wah’s operation 
quality, thus to become a sizeable upholstered furniture leader.

Overseas markets

During the Review Period, the pandemic in Europe and the United States were gradually under control, and production and 
consumption gradually returned to normal. In the post pandemic time, the demand for household products from overseas 
consumers has grown substantially. Coupled with economic support policies and real estate boom in the United States, the 
Group recorded a substantial increase in order volume during the Review Period, while the sharp rise in raw materials prices 
and rising shipping fee have had a greater impact on the Company’s export profit margin. The United States’ nominal GDP 
reached approximately US$5.82 trillion in the third quarter in 2021. According to the data released by the US Census Bureau, 
America’s homeownership rates reached 65.4% in the third quarter this year. According to the US Bureau of Economic 
Analysis, the growth rate of furniture and household equipment consumer goods for U.S. residents was higher than that of 
GDP. The Group will obtain a bigger share and increased revenue in future competition by leveraging its advantages in 
large-scale production capacity, quality and cost.
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BUSINESS REVIEW

During the Review Period, benefiting from the diversified market distribution and after years of development, the Group’s 
business has gradually changed from an export-oriented business model to a brand-oriented business model. Currently, the 
brand sales business in China accounted for over 60%. Under the challenges of the global COVID-19 pandemic, the European 
and American markets were greatly affected by the pandemic. The Group seized the opportunity to vigorously develop 
business in the Chinese market, expand stores to occupy a favorable consumer flow entrance, and improve the store operation 
and product innovation and research and development capabilities. The Group achieved a revenue growth of 53.9% in the 
Group’s business, and remained to rank first in terms of global recliner sofas sales. The Group’s revenue reached a record high 
during the Review Period. The breakdown of revenue by region is as follows:

1	 China market

During the Review Period, the Group’s sales revenue in the PRC market was HK$6,669,445,000 and the revenue 
from business in the PRC market was HK$6,399,612,000 (excluding revenue from other businesses such as real 
estate and shopping mall properties), representing an increase of 52.6% as compared with HK$4,192,622,000 for the 
corresponding period last year.

In respect of the offline sales channels in the PRC market, the Group continued to carry out the “Pacing China” 
strategy, seized the opportunity of the pandemic to promote the optimization of the industry layout, and accelerated 
the opening of stores, which further increased the overall number of stores and the area of stores in the PRC. As at 
30 September 2021, the Group had a total of 5,369 brand stores in China (excluding the acquisition of 662 Style and 
Pulini stores). During the Review Period, the net increase in the number of stores was 1,247.

In terms of the online sales channels in Chinese market, the Group continued to enhance its sales on Tmall, JD.com 
and other e-commerce sales platforms, and actively promoted the live broadcast sales model. Through short video 
promotion, live broadcast of our own stores, and in-depth collaboration with leading online streamers, we have 
achieved a substantial increase in business results, fans and brand influence. In addition, the Group also made active 
deployment in new retail business, in order to achieve the integration of online and offline business and explore new 
growth.

In addition to the focus on production and sales of sofas and bedding products, the Group also produced and sold 
chairs and other products to high-speed railways, chain cinemas and other corporate customers. The Group also 
produced and sold some smart furniture spare parts and other products.

Furthermore, the Group has acquired a sofas manufacturer and furniture components manufacturer in Guangdong 
Province during the Review Period, respectively, which had been consolidated into the account of the Group’s 
subsidiaries since 1 April 2021.
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2	 North America market

In the North American market, due to the recovery from impact of the pandemic, revenue in the North America market 
increased during the Review Period compared with the last corresponding period. During the Review Period, sales 
revenue from principal business in the North American market amounted to HK$2,562,340,000, representing an 
increase of approximately 60.5% from HK$1,596,241,000 in the last corresponding period.

To mitigate the negative impacts on the revenue and gross profit margin due to the tariff imposed by US Government, 
the Group has acquired a factory in Vietnam in June 2018 and the new factory has been put into operation in Vietnam 
since 2020.

In addition, the Company produces a part of its higher-ended sofas in the factory in China and exports them to US. 
The higher margin of the higher ended sofas can help to cover part of higher costs of the products produced in Chinese 
factory due to the US tariff.

3	 Europe and other overseas markets

In Europe and other overseas markets, the Group recorded an increase in revenue during the Review Period due to 
recovery from the global COVID-19 epidemic. During the Review Period, excluding Home Group, sales revenue from 
principal business in Europe and other overseas regions amounted to HK$656,541,000, representing a year-on-year 
increase of 89.4% from HK$346,612,000 for the corresponding period last year.

During the Review Period, Home Group had five sofas manufacturing plants in Poland, the Baltic States and Ukraine, 
which are mainly engaged in the design and production of stationary sofas and sofas beds. The products of Home 
Group are sold to many European furniture retailers. Its revenue from main business increased by 39.5% compared 
with the same period last year.

FINANCIAL REVIEW
Revenue and gross profit margin

Revenue (HK$’000)
As a percentage 

of revenue
Gross profit 

margin
1HFY2022 1HFY2021 Change 1HFY2022 1HFY2021 1HFY2022 1HFY2021        

Sofas and ancillary 
products business 7,058,984 4,640,663 52.1% 68.1% 67.6% 37.5% 36.1%

Other products 2,559,509 1,494,812 71.2% 24.7% 21.8% 33.1% 30.4%
Home Group business 464,930 333,197 39.5% 4.5% 4.9% 25.6% 35.3%
Other businesses 131,028 168,220 -22.1% 1.3% 2.4% 67.1% 43.1%
Other income 143,485 231,095 -37.9% 1.4% 3.3% – –       

Total 10,357,936 6,867,987 50.8% 100.0% 100.0% 36.2% 35.0%       

For the Review Period, total revenue (including the income from main business and other income) of the Group increased 
by approximately 50.8% to approximately HK$10,357,936,000 (six months ended 30 September 2020 (“1HFY2021”): 
approximately HK$6,867,987,000). The overall gross profit margin was approximately 36.2% (approximately 35.0% for the 
corresponding period of last year).
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During the Review Period, excluding Home Group business, the Group sold approximately 820,000 sets of sofas products 
(1HFY2021: approximately 662,000 sets), representing an increase of approximately 23.8% (one set equals to six seats, in 
calculating sofas sets, excluding chairs and other products which were sold to commercial clients), in which sets of sofas 
products for sales in China has increased by 24.3% and sets of sofas products for sales of export increased by 23.2%.

1	 Sofas and ancillary products business

During the Review Period, revenue from business of sofas and ancillary products was approximately 
HK$7,058,984,000, representing an increase of approximately 52.1% as compared with approximately 
HK$4,640,663,000 recorded in the last corresponding period.

2	 Sales of other products

During the Review Period, the Group’s revenue from other products (comprising of bedding, smart furniture spare 
parts and other furniture products sold to commercial clients) reached approximately HK$2,559,509,000, representing 
an increase of approximately 71.2% as compared with approximately HK$1,494,812,000 in the last corresponding 
period.

3	 Home Group Business
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Direct costs
Direct costs breakdown

1HFY2022 1HFY2021 Change
HK$’000 HK$’000    

Cost of raw materials 5,290,830 3,474,358 52.3%
Labour costs 932,559 638,072 46.2%
Manufacturing overhead 290,837 202,200 43.8%   

Total 6,514,226 4,314,630 51.0%
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