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Goldlion Holdings is a Hong Kong-based branded apparel company 
principally engaged in the men’s apparel business. The company 
distributes and manufactures garments and accessories and also 
invests in properties and operates commercial centers and business 
centers. In China, the company conducts its apparel operations 
mainly through wholesaling to distributors, self-operated retail 
shops located in Guangzhou, Beijing and Shanghai and through e-
commerce. At the end of 1H 2016, the company had approximately 
990 retail outlets [including factory outlets] in China, among which 
about 100 were self-operated. 
 
The company has three reportable segments. Apparel in China 
Mainland and Hong Kong SAR segment is engaged in distribution 
and manufacturing of garments, leather goods and accessories and 
licensing of brand name in China Mainland and Hong Kong SAR. 
Apparel in Singapore and Malaysia segment is engaged in 
distribution and manufacturing of garments, leather goods and 
accessories in Singapore and Malaysia. Property investment and 
development segment is engaged in investment in and development 
of properties in China Mainland and Hong Kong SAR. 
 

Conclusion  
Our 12-month price target on the stock is HK$4.95 per share, 
which represents an upside of about 62% over the current 
stock price. Our price target is based on DCF and sum of parts 
[SOP] methodologies. Our DCF based price is HK$4.50 per share 
which assumes 12% WACC and 3% terminal growth rate. Our SOP 
valuation comes to HK$5.40 per share. This includes a value of 
HK$3.74 for cash and surplus investments and a value of HK$1.66 
for the base apparel business derived by applying a 9x multiple to 
our FY2016 forecast of HK$180 million for the after-tax earnings of 
the business.  
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Target Price                         HK$ 4.95       
Current Price                       HK$ 3.06 
Upside Potential                          62%              

Market Cap. 
HK$3,015   mn 
$388.6 mn 

Shares Outstanding 982.1 mn 

Free Float (FF %) HK$960 mn/32% 

52 Week Range (HK$) 2.70 / 3.16 

Avg. Daily Value 
HK $0.52 mn        
$0.07 mn 

HANG SENG Index Level 22,683 
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Company Description                                                                                                                       
 
Goldlion Holdings is a Hong Kong-based branded apparel company principally engaged in the 
men’s apparel business. The company distributes and manufactures garments and accessories 
and also invests in properties and operates commercial centers and business centers. In China, 
the company conducts its apparel operations mainly through wholesaling to distributors, self-
operated retail shops located in Guangzhou, Beijing and Shanghai and through e-commerce. At 
the end of 1H 2016, the Group had approximately 990 retail outlets [including factory outlets] in 
China, among which about 100 were self-operated. 
 
The company has three reportable segments. Apparel in China Mainland and Hong Kong SAR 
segment is engaged in distribution and manufacturing of garments, leather goods and 
accessories and licensing of brand name in China Mainland and Hong Kong SAR. Apparel in 
Singapore and Malaysia segment is engaged in distribution and manufacturing of garments, 
leather goods and accessories in Singapore and Malaysia. Property investment and development 
segment is engaged in investment in and development of properties in China Mainland and 
Hong Kong SAR. 
 

Growth Ratios % FY2014 FY2015 FY2016E FY2017E FY2018E FY2019E FY2020E 

Revenue -17.8% -2.0% -3.0% -1.0% 8.0% 10.0% 10.0% 

EBITDA -24.8% -6.1% 1.9% -1.0% 10.5% 12.5% 10.0% 

Operating Income -27.2% -4.9% 1.8% -1.0% 10.7% 12.7% 10.0% 

Net income adjusted -23.1% -3.2% 2.1% -0.5% 10.0% 13.6% 9.3% 

Diluted EPS adjusted -23.1% -3.2% 2.1% -0.5% 10.0% 13.6% 9.3% 

        Margins (%) 
       Gross Margin 55.7% 60.0% 60.5% 59.5% 59.0% 59.0% 59.0% 

Operating Margin 19.6% 19.1% 20.0% 20.0% 20.5% 21.0% 21.0% 

EBITDA Margin 21.6% 20.7% 21.8% 21.8% 22.3% 22.8% 22.8% 

Pre-Tax Margin (adjusted) 21.7% 21.4% 22.5% 22.6% 23.0% 23.4% 23.2% 

Net Income Margin (adjusted) 16.6% 16.4% 17.2% 17.3% 17.7% 18.2% 18.1% 

        DuPont ROE (%) 7.1% 6.8% 6.9% 6.7% 7.3% 8.1% 8.7% 

Return on Capital Employed 6.9% 6.6% 6.7% 6.5% 7.1% 7.8% 8.5% 

Return on Invested Capital 6.0% 5.9% 5.5% 5.4% 5.9% 6.7% 7.2% 

Return on Assets 5.8% 5.7% 5.7% 5.6% 6.1% 6.8% 7.3% 

        P/B 0.84 0.83 0.82 0.80 0.79 0.78 0.76 

P/E 11.8 12.2 11.9 12.0 10.9 9.6 8.8 

 



4 Evaluateresearch.com 

 

 

 

 

 

 

 

 

 

         

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

       

                         

Cash + Investment Properties Equal 123% of Market Cap 
As of 1H 2016, the company had HK$1.24 per share in net cash 
[company has no debt] on its balance sheet. Surplus investment 
properties not tied up in the company’s core apparel operations 
accounted for HK$2.50 per share. Thus, net cash and investment 
properties together add up to HK$3.74 per share. With the stock 
currently trading at only HK$3.06, the value of cash and surplus 
investments essentially equals 123% of the current market cap.  
 
Base Apparel Business for Free 
Goldlion has a very profitable apparel business which generated 
HK$1.31 billion in revenue in FY2015. Based on our calculations, this 
business will earn about HK$180 million in after-tax earnings in 
FY2016. Even after applying a conservative multiple of 9x to those 
earnings, the business is worth about HK$1.60 billion. With the 
stock currently trading at less than the value of cash and surplus 
investment properties, investors are essentially getting this base 
branded apparel business worth more than HK$1.60 billion for free. 
 
Attractive 6.4% Dividend Yield, 8.3% FCF Yield 
The company has a consistent track record of paying dividends and 
has distributed a total of HK$1.25 of dividends in the last 5 years 
which is about 40% of the current share price. Although the company 
has reduced its dividend over the past few years from HK$0.27 in 
FY2013 to HK$0.24 in FY2014 and HK$0.21 in FY2015, it still offers an 
attractive yield. The FY2016E dividend of HK$0.195 translates into a 
yield of 6.4% at the current stock price. On top of that, we are also 
hopeful that any uptick in the company’s apparel business might result 
in an increase in dividend to previous levels or more, increasing the 
yield even further. 
 
Also, the company has generated strong positive free cash flow over 
the past several years. Even during the recession years after 2008, 
Goldlion never had a single year when the free cash flow was in 
the negative territory. The average free cash flow yield over the last 
5 years has been about 8.5% and we believe that it could go to double 
digit numbers in 2-3 years as the company’s apparel business in China 
and other Asian countries picks up. For FY2016 and FY2017, we 
forecast a FCF yield of 7.9% and 8.3%, respectively. 
 
7.8x Ex-Cash P/E and 5.6x EV/EBITDA 
The company is trading at a P/E of 11.9x and EV/EBITDA of 5.6x based 
on our FY2016 estimates of HK$0.26 for EPS and HK$319.2 million for 
EBITDA. On an ex-cash basis the P/E is even lower at 7.8x FY2016E 
EPS. This is much lower than competitors that are trading at an 
average P/E of 15.3x and EV/EBITDA of 14.2x based on FY2016 
consensus EPS and EBITDA estimates. While there appears to be no 
immediate catalyst that will result in the re-rating of the stock, we 
believe that once the apparel business in China and Asia picks up over 
the next 12-18 months, investors will reassess their valuation of the 
stock. 
 



5 Evaluateresearch.com 

 

 

 

 

 

 

 

 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
         

  

Strong Apparel Business in China 
In China, the company conducts its apparel operations mainly 
through wholesaling to distributors, self-operated retail shops 
located in Guangzhou, Beijing and Shanghai and through e-
commerce. At the end of 1H 2016, the Group had approximately 990 
retail outlets (including factory outlets) in China, out of which about 
100 were self-operated. The total number of retail outlets was about 
30 less than that at the end of last year due to the closure of certain 
low performers. While the recent downturn has hurt the company’s 
sales, Goldlion has a strong brand name in China. The downturn is an 
industry-wide issue and in our view the long term prospects of the 
company still remain intact. 
 
One of the Leading Men’s Suits and Shirts Brands in China  
As per Fung Group, Goldlion was the number 3 brand in China in both 
the men’s suit and the men’s shirt categories with a market share 
between 2.5%-3% in both the categories. Overall, both these 
segments in China are quite fragmented with the top 10 players 
accounting for only about 25% of the total market. Being one of the 
few recognized brands in a fragmented market enables the company 
to sell its products at a premium to other retailers which can be seen 
in the margins of the company. Over the past 5 years, Goldlion has 
had an average gross margin of 56.7% and an average operating 
margin of 22.3% [excluding fair value gains and gains from disposal 
of properties]. 
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Increase in E-commerce Sales 
The company’s e-commerce business, launched in the third quarter 
of FY2013, had previously focused on clearing off-season inventories.  
The company sells its products over prominent e-commerce 
platforms like Tmall and JD. Over the last few years, a large number 
of products were sold through the e-commerce platform and off-
season inventories suitable for sale were depleting. In order not to 
stifle business development, the company shifted its focus to special 
selected items instead. In FY2014, e-commerce sales were HK$58.7 
million accounting for about 5% of the company’s overall apparel 
sales. Coupled with the rapid development of e-commerce in the 
China Mainland market there was an increase of 86% in YOY 
sales in FY2015 and 90% in 1H 2016. Based on these growth rates 
reported by the company, we believe that e-commerce currently 
accounts for 15%-18% of the company’s sales. Management expects 
to see the remarkable growth in e-commerce business to continue in 
the second half of FY2016 in anticipation of the peak online shopping 
season and satisfactory sales of special selected items. While the sales 
of offline stores are decreasing, e-commerce is expected to become a 
driver of the company’s business going forward. Additionally, the 
online platform also helps the company to better manage its 
inventory by clearing off-season stock. 
 
In a survey report published by HKTDC Research in 2015 on garment 
consumption in the Chinese Mainland, respondents indicated that 
more than 30% of the consumers prefer shopping for clothes online. 
This number is expected to increase even further going forward. 
Another research by the Fung Group noted that apparels including 
clothing, shoes, bags etc. were the most favored commodity 
purchased by Chinese male shoppers online.  With a well recognized 
brand name in China, we believe Goldlion stands to benefit from this 
growing trend of online shopping. 
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Strong Property Portfolio; High Occupancy Rates 
The company owns various commercial and residential properties in 
China and Hong Kong. As of 1H 2016, the company owned 
investment properties worth a total of HK$2.38 billion. These 
properties have provided a consistent yield of about 8%-9% over the 
last few years. Being located in some of most prominent locations in 
China and Hong Kong, these properties have a very high occupancy 
rate of close to 100%. While the property business contributes only 
about 13%-14% to the company’s total revenue, its contribution to 
the bottom-line is much higher accounting for 50%-55% of the total 
net income [including fair value gains which are non-cash]. 
 
Closing Down Under-performing Stores 
With the slowdown in China, Goldlion is focusing on improving the 
efficiency of its existing operations. In this regard the company has 
been closing down its under-performing stores. At the end of 1H 
2016, the company had 990 retail outlets in China [out of which 100 
were self-operated], a reduction of 250 stores from 1,240 stores at 
the end of FY2013. While the reduction in stores has hurt its 
revenues, the company has managed to increase its gross margin to 
60.0% and 60.7% in FY2015 and 1H 2016, respectively. This is the 
highest gross margin achieved by the company since 2007, just 
before the financial crisis. Thus, the company has been willing to 
forego revenue growth in order to maintain its profitability. 
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Increasing Licensing Income 
The company grants brand name licenses for distribution of shoes, 
leather goods, undergarments, woolen sweaters and casual wear in 
the China Mainland market. Since the middle of last year, the 
licensees have gradually been granted licenses for e-distribution of 
these products as well. Licensing income accounts for over 6% of the 
company’s total revenue. Inspite of the slowdown in apparel sales in 
China, income from licensing has seen decent growth in the past few 
years registering a 5% YoY growth during both FY2014 and FY2015. 
Inclusive of recognition of e-commerce turnover license fees, 
licensing income registered a growth of approximately 9% over the 
same period last year to HK$42.7 million in the first half of this year.  
 
Attractive Long-term Prospects 
The consumer market for men’s garments in China is now 
undergoing a growth period. According to reports, retail sales in 
China’s men’s garment market exceeded RMB 630 billion in 2015 and 
are expected to grow at a compound annual rate of 11.8% between 
2015 and 2020. As the spending power of the male consumers in 
China continues to grow, their requirements for outfits are gradually 
going beyond staying warm and looking presentable. They are 
increasingly demanding in terms of specific features, for example, 
brands that suit different environments and occasions. Consequently, 
demand for mid to high end men’s garments will increase 
continuously. Market surveys indicate that China has already become 
a major market for international high-end men’s garments. Goldlion 
is the number 3 brand in China in both, the men’s suit and the men’s 
shirt category with a market share between 2.5%-3% in both the 
categories. With a well recognized brand name and a strong presence 
in its market, we believe that Goldlion is well positioned to capture 
the growth in China’s menswear market. 
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 Catalysts                                                                                                                                             
 
Increasing E-commerce Sales 
The company’s e-commerce business, launched in the third quarter of 
FY2013, had previously focused just on clearing off-season inventories. 
Over the past few years, a large number of these products were sold on 
the online platform and off-season inventories suitable for sale were 
depleting. In order not to stifle business development, the company 
shifted its focus to special selected items instead. Coupled with the rapid 
development of e-commerce in the China Mainland market there was an 
increase of 86% in YoY sales in FY2015 and 90% in 1H 2016. In FY2014, 
e-commerce sales were HK$58.7 million accounting for about 5% of the 
company’s overall apparel sales. Based on the growth rates reported by 
the company, we believe that e-commerce currently accounts for 15%-
18% of the current sales. The company expects to see remarkable 
growth in e-commerce business to continue in the second half of FY2016 
in anticipation of the peak online shopping season and satisfactory sales 
of special selected items. While the sales of offline stores are decreasing, 
e-commerce is expected to become a driver of the company’s business 
going forward. Additionally, the online platform also helps the company 
to better manage its inventory by clearing off-season stock. 
 
Demand Recovery in China’s Apparel Market 
According to reports, retail sales in China’s men’s garment market 
exceeded RMB 630 billion in 2015 and are expected to grow at a 
compound annual rate of 11.8% between 2015 and 2020. As the 
spending power of the male consumers in China continues to grow, their 
requirements for outfits are gradually going beyond staying warm and 
looking presentable. They are increasingly demanding brands that suit 
different environments and occasions. Consequently, demand for mid to 
high end men’s garments has increased continuously. Market surveys 
indicate that China has already become a major market for international 
high-end men’s garments. Goldlion is the number 3 brand in China in 
both, the men’s suit and the men’s shirt categories with a market share 
between 2.5%-3% in both the categories. With a well recognized brand 
name and a strong presence in its market, we believe that Goldlion is 
well positioned to capture the growth in China’s menswear market. 
 
Increasing Licensing Revenue 
The company grants brand name licenses for distribution of shoes, 
leather goods, undergarments, woolen sweaters and casual wear in the 
China Mainland market. Since the middle of last year, the licensees have 
gradually been granted licenses for e-distribution of such products as 
well. Licensing income accounts for over 6% of the company’s total 
revenue. In spite of the slowdown in apparel sales in China, income from 
licensing has seen a decent growth in the past couple of years growing at 
5% YoY during FY2014 and FY2015. Inclusive of recognition of e-
commerce turnover license fees, licensing income registered a growth of 
approximately 9% over the same period last year to HK$42.7 million in 
the first half of this year.  
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Increasing Margins 
With the slowdown in China, Goldlion is focusing on improving the 
efficiency of its existing operations. In view of that, the company has 
been closing down under-performing stores in China. At the end of 
1H 2016, the company had 990 retail outlets in China [out of which 
100 were self-operated], a reduction of 250 stores from 1,240 stores 
at the end of FY2013. While the reduction in stores has hurt its 
revenues, the company has managed to increase its gross margin to 
60.0% and 60.7% in FY2015 and 1H 2016, respectively as compared 
to 55.7% in FY2014. This is the highest gross margin achieved by the 
company since 2007, just before the financial crisis. Thus, the 
company has been willing to forego revenue growth in order to 
maintain its profitability. 
 

Risks                                                                                                                                                    
 
Foreign Exchange Risk  
The company operates in various regions in Asia including China, 
Hong Kong, Singapore and Malaysia and is exposed to foreign 
exchange risk primarily arising from bank deposits, cash and cash 
equivalents, trade receivables and interest receivables which are 
denominated in Renminbi and Singapore dollar, and net investments 
in foreign subsidiaries in China Mainland and Singapore. 
 
Cyclical Downturn 
The company operates in a fixed-cost industry. Brand 
communications, flagship stores, staff, sample collections and other 
essential elements of a luxury brand’s operations are all cost-
intensive with high gross margins. After 10 years of GDP-beating 
growth on the back of market expansion in China, store saturation in 
the country does not bode well for future growth prospects. The 
downturn in the global economy may continue to affect consumer 
purchases of discretionary items and luxury retail products, which 
could adversely affect the company’s business, results of operations, 
and financial condition. A downturn in sales would result in 
operating deleverage and margin compression. 
 
Demand Growth Risk / Industry Competition 
The company faces intense competition from other domestic and 
foreign fashion-oriented apparel and casual apparel producers, some 
of which may be significantly larger and more diversified and may 
have greater financial and marketing resources than the company. 
Any increased competition, or failure on the company’s part to 
adequately address any of these competitive factors, could result in 
reduced market share or sales, which could adversely affect the 
company’s business, results of operations, and financial condition. 
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Risk of Downturn in Property Market 
As of 1H 2016, the company owned investment properties in China 
and Hong Kong worth a total of HK$ 2.38 billion. These properties 
have provided a consistent yield of about 8%-9% over the last few 
years. Any downturn in the property market can have an adverse 
impact on the company’s results in the form of reduction in the 
value of its property holdings and/or reduction in the rental 
income received by the company. 
 
Risk of Margin Compression 
The industry in which the company operates is subject to 
significant pricing pressure caused by many factors, including 
intense competition and a highly promotional environment, 
consolidation in the retail industry, pressure from retailers to 
reduce the costs of products, and changes in consumer spending 
patterns. These factors may cause the company to reduce its sales 
prices to retailers and consumers, which could cause gross margin 
to decline if the company is unable to appropriately manage 
inventory levels and/or otherwise offset price reductions with 
comparable reductions in its costs. If the company’s sales prices 
decline and it fails to sufficiently reduce its product costs or 
operating expenses, its profitability will decline. In addition, 
changes in its customer, channel, and geographic sales mix could 
have a negative impact on the company’s profitability. 
 
Changing Consumer Taste 
The industries in which the company operates have historically 
been subject to rapidly changing fashion trends and consumer 
preferences. The company’s products must appeal to a broad 
range of consumers whose preferences cannot be predicted with 
certainty and are subject to rapid change, influenced by fashion 
trends, current economic conditions, and weather conditions, 
among other factors. Any failure on the company’s part to 
anticipate, identify, and respond effectively to changing consumer 
demands and fashion trends could adversely affect retail and 
consumer acceptance of its products and leave the company with a 
substantial amount of unsold inventory or missed opportunities. If 
that occurs, it may be forced to rely on markdowns or promotional 
sales to dispose of excess, slow-moving inventory, which may 
harm the company’s business and impair the image of its brands. 
Conversely, if the company underestimates consumer demand or if 
manufacturers fail to supply quality products in a timely manner, it 
may experience inventory shortages, which may result in unfilled 
orders; negatively impacting customer relationships, diminish 
brand loyalty, and result in lost revenues.  
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Recent Results                                                                                                                                                  
 
Continued decline in apparel sales due to weak demand in China and 
other countries, reduction in the number of stores and depreciation of 
the RMB resulted in a 5.9% YoY decline in Goldlion’s sales in 1H 2016. 
During the period, the company reported sales of HK$689.4 million as 
compared to sales of HK$732.7 million in 1H 2015. Apparel sales in 
China Mainland and Hong Kong were down by 3.8% from HK$570.3 
million in 1H 2015 to HK$548.6 million in 1H 2016 due to lower sales 
from retail stores which was partially offset by the growth in sales of 
e-commerce and the licensing business. Apparel sales in Singapore and 
Malaysia witnessed a decline of 29% YoY from HK$62.8 million in 1H 
2015 to HK$44.3 million in 1H 2016 on account of weak local retail 
market as well as a decline in tourist number and spending. Sales from 
the property segment were down by 3% mainly due to a 6% 
depreciation of the RMB. 
 
Gross margins continued to remain strong at 60.7% during the period, 
in line with the 60.6% recorded in the same period last year. Strong 
gross margins reflected lower raw material input prices, cost control 
and tight inventory management. In view of the slowdown in sales, the 
company cut down on its selling, marketing and administrative 
expenses resulting in an increase in operating and net income margins. 
In 1H 2016, net income margin was 29.3% as compared to 28.5% 
during the same period last year. 
 
Goldlion continued to reduce its store count during the period closing 
down under-performing stores. At the end of 1H 2016, the company 
had approximately 990 retail outlets in China as compared to 1,020 at 
the end of FY2015. The company’s continued focus on profitability has 
helped it to preserve its high margins in the face of slowing demand 
and increasing competition. Rental income and licensing income 
continued to be a steady source of revenue as well as profits for the 
company. However, the mainstay apparel business is facing increasing 
pressure due to low demand in China amidst fierce competition. The 
depreciation of the RMB has also been a headwind affecting revenue 
growth even further. 
 

Revenue [mn RMB] 1H 2015 1H 2016 

Apparel- China and Hong Kong 570 549 

YoY Growth % 
 

-3.8% 

% of Total 77.8% 79.6% 

Apparel- Singapore and Malaysia 63 44 

YoY Growth % 
 

-29.3% 

% of Total 8.6% 6.4% 

Property investment and development 100 96 

YoY Growth % 
 

-3.2% 

% of Total 13.6% 14.0% 

Total 733 689 

YoY Growth % 
 

-5.9% 
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Company Description                                                                                                                       
 
Goldlion Holdings is a Hong Kong-based branded apparel company principally 
engaged in the men’s apparel business. The company distributes and manufactures 
garments and accessories. The company also invests in properties and operates 
commercial centers and business centers. In China, the company conducts its apparel 
operations mainly through wholesaling to distributors, self-operated retail shops 
located in Guangzhou, Beijing and Shanghai and through e-commerce. At the end of 
1H 2016, the Group had approximately 990 retail outlets [including factory outlets] in 
China, among which about 100 were self-operated. 
 
The company has three reportable segments. Apparel in China Mainland and Hong 
Kong SAR segment is engaged in distribution and manufacturing of garments, leather 
goods and accessories and licensing of brand name in China Mainland and Hong Kong 
SAR. Apparel in Singapore and Malaysia segment is engaged in distribution and 
manufacturing of garments, leather goods and accessories in Singapore and Malaysia. 
Property investment and development segment is engaged in investment in and 
development of properties in China Mainland and Hong Kong SAR. 
 
Product Category 

Revenue [mn RMB] FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 

Apparel- China and Hong Kong 1152 1448 1544 1548 1221 1201 

YoY Growth % 
 

25.7% 6.6% 0.2% -21.1% -1.7% 

% of Total 
 

80.4% 82.9% 82.5% 79.2% 79.5% 

Apparel- Singapore and Malaysia 141 161 148 148 127 110 

YoY Growth % 
 

13.7% -7.8% 0.0% -14.1% -13.1% 

% of Total 
 

8.9% 7.9% 7.9% 8.2% 7.3% 

Property investment and development 204 193 171 180 193 198 

YoY Growth % 
 

-5.4% -11.2% 5.0% 7.2% 2.8% 

% of Total 
 

10.7% 9.2% 9.6% 12.5% 13.1% 

Total 1497 1802 1863 1875 1541 1510 

YoY Growth % 
 

20.3% 3.4% 0.7% -17.8% -2.0% 

 
Geographical Segments 

Revenue [mn RMB] FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 

China Mainland 1324 1607 1680 1689 1368 1349 

YoY Growth % 
 

21.4% 4.6% 0.5% -19.0% -1.4% 

% of Total 
 

89.2% 90.2% 90.1% 88.7% 89.4% 

Hong Kong SAR 32 34 35 38 46 50 

YoY Growth % 
 

7.5% 0.8% 10.0% 21.8% 7.7% 

% of Total 
 

1.9% 1.9% 2.0% 3.0% 3.3% 

Singapore and Malaysia 141 161 148 148 127 110 

YoY Growth % 
 

13.7% -7.8% 0.0% -14.1% -13.1% 

% of Total 
 

8.9% 7.9% 7.9% 8.2% 7.3% 

Total 1497 1802 1863 1875 1541 1510 

YoY Growth % 
 

20.3% 3.4% 0.7% -17.8% -2.0% 
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 Model Estimates                                                                                                                                               
 
Considering the current slowdown in the Chinese apparel market, we 
expect sales to remain low for the next 12-18 months and forecast a 
growth rate of negative -3% and -1% for FY2016 and FY2017, 
respectively. Going forward, as the situation in China improves, sales 
of apparel should revive. For the period from FY2018-FY2020 we 
forecast revenue to grow at a CARG of 9.3%. Gross profit margin has 
increased recently from 55.7% in FY2014 to 60% in FY2015 and 
60.7% in 1H 2016 as the company reduced discounts on its apparels 
and controlled costs. Going forward, we expect profitability to remain 
slightly higher than the historical levels at 58%-60%.  
 
We also expect the revival in growth to lead to a decrease in SGA 
expenses as a % of sales from 40.9% in FY2015 to 38.5% in FY2018 
due to higher operating leverage. This should also result in a slight 
increase in the adjusted net income margin from 16.4% in FY2015 to 
17.7% in FY2018. CAPX should remain low at around 2% of sales as 
the company continues to optimize its store base. We expect the 
company to remain debt-free in the future.  
 

Management Bio                                                                                                                               
 
Dr. Tsang Hin Chi- Chairman 
Dr. Tsang Hin Chi, G.B.M. is Chairman and a founder of the Group. Dr. 
Tsang holds an Honorary Doctorate degree from the Sun Yat-sen 
University in the People’s Republic of China (the “PRC”), and an 
Honorary Doctorate degree in Social Science from the Hong Kong 
Polytechnic University. He is an honorary citizen of Beijing, Harbin, 
Shenyang, Dalian and Guangzhou. Dr. Tsang is concurrently honorary 
Vice Chairman of the All-China Federation of Industry & Commerce, 
ex-officio life honorary chairman of the Chinese General Chamber of 
Commerce, and committee member to several Hong Kong and 
Mainland trade associations. Other public offices he holds include 
honorary director of the Tsang Hin Chi Education Foundation under 
the Ministry of Education of the PRC, honorary director of the Tsang 
Hin Chi Manned Space Foundation, honorary director of the Tsang 
Hin Chi Sports Foundation, deputy managing director of the Jinan 
University, and honorary president of the Jiaying University in 
Guangdong. Previously, he served as a member of the Standing 
Committee in the National People’s Congress of the PRC from the 
Eighth through the Tenth session. He is the spouse of Madam Wong 
Lei Kuan and father of Mr. Tsang Chi Ming, Ricky, both are executive 
Directors of the Group.  
 
Mr. Tsang Chi Ming, Ricky- Deputy Chairman and CEO 
Mr. Tsang Chi Ming, Ricky is Deputy Chairman and Chief Executive 
Officer of the Company overseeing the operations and development 
of the Group. Mr. Tsang joined the Group in 1989 and was appointed 
as an executive Director in May 2001. He is a member of the National 
Committee of the C.P.P.C.C. and the C.P.P.C.C. Guangzhou. Mr. Tsang is 
also vice chairman of Guangdong Federation of Industry &  
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                                                                                                          Source: Annual Report 

 

 

 

 

 

 

 

        Revenues –  

 

Commerce, Vice Chairman of Guangzhou Federation of Industry & 
Commerce, Vice Chairman of the Chinese General Chamber of 
Commerce, executive chairman of Hong Kong Hakka Associations, 
executive chairman of Hong Kong Federation of Meizhou 
Associations, chairman of Ka Ying Chow Commercial Association, vice 
president of Centum Charitas Foundation and an honorary citizen of 
Guangzhou and Meizhou. He is a son of Dr. Tsang Hin Chi and Madam 
Wong Lei Kuan, executive Directors of the Group.   
 
Madam Wong Lei Kuan 
Madam Wong Lei Kuan is a founder of the Group. She is honorary 
executive committee member of the All- China Women’s Federation, 
honorary chairman of the Ka Ying Chow Commercial Association 
Limited and a supervising advisor of the Hong Kong Federation of 
Women. Madam Wong is also honorary committee member of the 
Chinese General Chamber of Commerce and honorary chairman of 
Ladies’ Sub-Committee. She is executive director of the China 
Women’s Development Fund and director of the China Council for the 
Promotion of Peaceful National Reunification. Besides, Madam Wong 
has served as a member of the C.P.P.C.C. Guangdong of the PRC from 
the Seventh through the Ninth session. She is the spouse of Dr. Tsang 
Hin Chi and mother of Mr. Tsang Chi Ming, Ricky, both are executive 
Directors of the Group.  
 
Mr. Kam Yiu Kwok- CFO 
Mr. Kam joined the Group in 1999 as an accounting manager. He was 
appointed as Secretary of the Company in 2000 and as Chief Financial 
Officer of the Group in 2010. Mr. Kam has extensive experience in 
accounting and finance, and is a fellow member of each of the Hong 
Kong Institute of Certified Public Accountants and the Institute of 
Chartered Accountants in England and Wales.   
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Industry Research                                                                                                                             
 
China’s 1.3 billion population constitutes a huge garment consumption 
market. Due to factors such as rising production costs, appreciation of 
the Renminbi and sluggish markets at home and abroad, retail sales of 
garments between January and November 2015 totaled RMB 848.8 
billion, representing a year-on-year growth of 9.6%, according to an 
analysis made by the Industry Department of the China National 
Garment Association. For the industry as a whole, due to changes in 
market consumption structure, Chinese garment brands have split into 
two major camps. The first comprises upmarket brands. Here the 
consumers are a high income group that has ever growing spending 
power for luxury and high-end brands and is more concerned with 
garment quality and shopping experience. The second adopts a mass 
market strategy and like Uniqlo, Zara and H&M, offers affordable and 
trendy garments which are favored especially by young consumers. In a 
survey report published by HKTDC Research in 2015 on garment 
consumption in the Chinese Mainland, respondents indicated that their 
average spending on garments in the 12 months prior to the survey was 
RMB 4,000, while their average budget for buying garments in the next 
12 months is RMB 4,517. Respondents from Shanghai have the highest 
budget which is some 35% higher than their average spending in the 
preceding 12 months.  
 
Mainland consumers have the habit of visiting clothing stores frequently, 
with almost 80% of them visiting at least once a month.  The time of 
their visiting takes place mostly on weekends and public holidays. The 
most popular spots for buying clothes are department stores, the main 
reasons being the wide variety of brands and trendy fashions available. 
Other than physical stores, more than 30% of the consumers prefer 
shopping for clothes online. Among consumers with experience in 
buying clothes online, 35% say they browse the Internet at least once a 
week to shop for clothes. The majority of the respondents say they 
would pay and buy directly after making enquiries online. The most 
effective advertising or promotion activity is offering discount/sale in 
shopping malls, followed by TV/radio/broadcast commercials.  
 
Women’s Garment Market  
This market is highly segmented and extremely competitive. China’s 
women’s garment brands have already developed into a market 
structure which encompasses high to low end products. There are 
numerous brands in the women’s garment market, with domestic 
brands mostly concentrated in the mid to low-end segments. In recent 
years, with the growth in the spending power of female consumers, 
some domestic brands started forging into mid to high end women’s 
garment market segments, setting their target groups at female white-
collar workers, private business owners and government employees 
aged 30-45. Most of the enterprises which own women’s garment 
brands such as Ellassay, Marisfrolg,  Yinger and Koradior are located in 
South China. Yet most of these domestic brands are regional ones and 
there is a dearth of national or international ones.  
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Men’s Garment Market 
The consumer market for men’s garments is now undergoing a 
growth period. According to reports, retail sales in China’s men’s 
garment market exceeded RMB 630 billion in 2015 and are expected 
to grow at a compound annual rate of 11.8% between 2015 and 
2020. As the spending power of the male consumers in China 
continues to grow, their requirements for outfits are gradually going 
beyond staying warm and looking presentable. They are increasingly 
demanding in terms of specific features, for example, brands that suit 
different environments and occasions. Consequently, demand for mid 
to high end men’s garments has increased continuously. Market 
surveys indicate that China has already become a major market for 
international high-end men’s garments.  Currently the distribution of 
men’s garment industrial clusters in China has broken away from the 
previous situation in which Zhejiang dominated the scene. Today, the 
market is equally divided among Zhejiang, Fujian and Guangdong.     
 
The Chinese men’s suit and men’s shirt markets in which Goldlion 
mainly competes are quite fragmented with the top 10 players 
accounting for only about 25% of the total market share. The growth 
in both these markets has decelerated in the last 2-3 years amid a 
slowing economy. The growing fashion trend for casual wear, 
especially among younger generations, has further undermined the 
sales of men’s suits. Youngor is the market leader in both the men’s 
suit and the men’s shirt market having 6%-7% of the market share in 
both the categories. Other prominent players include Shanshan, 
Goldlion, Romon, Vicutu and Joeone in the men’s suit category and 
Rouse, Goldlion and Pierre Cardin in the men’s shirt category. 
Source: Fung Group 
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Peer Valuation Ticker Mkt Cap (USD mn) EV/ EBITDA 2016E EV/EBITDA 2017E P/E 2016E P/E 2017E Dvd Yld TTM % Price To Tangible Book Value ROE % 

GOLDLION HOLDINGS  533_HK  385.0 5.0 5..23 10.1 10.6 6.7 0.8 8.0 

JOEONE CO LTD  601566_CH  1445.7 18.7 16.9 24.1 21.2 2.9 2.4 8.8 

YOUNGOR GROUP CO 600177_CH 5199.2 12.3 11.9 8.3 7.9 5.7 1.6 10.5 

ZHEJIANG BAOXINIAO GARMENT 002154_CH  937.5 132.0 63.1 - 306.1 0.2 2.7 - 

BOSIDENG INTL HLDGS  3998_HK  950.6 - - - - 3.8 0.9 4.6 

LUTHAI TEXTILE CO LTD  200726_CH  1489.6 8.1 7.3 10.0 8.8 6.3 1.2 - 

ANTA SPORTS PRODUCTS LTD 2020_HK  7600.0 14.2 12.2 22.0 19.0 3.1 6.2 26.0 

ZHEJIANG SEMIR GARMENT CO 002563_CH 4107.2 11.9 10.1 17.2 14.4 2.4 3.1 - 

SHANGHAI METERSBONWE FASH 002269_CH  1932.5 29.0 25.3 87.8 65.9 - 4.7 -12.9 

SHANDONG JINING RUYI WOOL 002193_CH  873.8 46.8 25.7 102.2 50.0 0.1 2.5 - 

Adjusted Average 
  

14.2 13.9 15.3 13.7 3.5 1.9 7.5 
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5-Year Price Chart 
                                                                                                                                                                                       

 

 

  Source: Bloomberg 



21 Evaluateresearch.com 

 

Income Statement (HK$ million) FY2011 FY2012 FY2013 FY2014 FY2015 FY2016E FY2017E FY2018E FY2019E FY2020E CAGR(2015-2020) 

Revenue 1801.7 1863.1 1875.5 1541.2 1509.6 1464.4 1449.7 1565.7 1722.3 1894.5 5% 

y/y 20.3% 3.4% 0.7% -17.8% -2.0% -3.0% -1.0% 8.0% 10.0% 10.0% 
 Cost of Revenue -769.7 -812.9 -861.7 -682.6 -604.1 -578.4 -587.1 -641.9 -706.1 -776.7 
 Gross Profit 1032.0 1050.2 1013.8 858.6 905.5 885.9 862.6 923.8 1016.1 1117.7 
 Gross margin (%) 57.3% 56.4% 54.1% 55.7% 60.0% 60.5% 59.5% 59.0% 59.0% 59.0% 
 Other Operating Revenue 

     
0.0 0.0 0.0 0.0 0.0 

 as a % of sales 
     

0.0% 0.0% 0.0% 0.0% 0.0% 
 Selling & Marketing Expense -328.2 -366.4 -403.7 -356.0 -400.1 -388.1 -376.9 -399.2 -430.6 -473.6 
 as a % of sales 18.2% 19.7% 21.5% 23.1% 26.5% 26.5% 26.0% 25.5% 25.0% 25.0% 
 Administrative Expenses -226.6 -229.5 -194.4 -200.0 -217.7 -205.0 -195.7 -203.5 -223.9 -246.3 
 as a % of sales 12.6% 12.3% 10.4% 13.0% 14.4% 14.0% 13.5% 13.0% 13.0% 13.0% 
 Operating Income 477.2 454.3 415.7 302.5 287.8 292.9 289.9 321.0 361.7 397.8 7% 

y/y 9.0% -4.8% -8.5% -27.2% -4.9% 1.8% -1.0% 10.7% 12.7% 10.0% 
 Operating margin (%) 26.5% 24.4% 22.2% 19.6% 19.1% 20.0% 20.0% 20.5% 21.0% 21.0% 
 Interest Expense 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Interest income 21.5 28.5 30.8 31.6 35.4 36.4 37.8 39.4 40.9 42.3 
 Equity in (losses)income of affiliates 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Other recurring (expenses)/income 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Amortization of intangibles 

           Goodwill impairment 
           Other non recurring (expenses) income 66.9 158.9 87.4 198.5 169.1 

      Pretax Income (reported) 565.6 641.7 533.9 532.6 492.4 329.2 327.7 360.4 402.5 440.1 -2% 

y/y 5.3% 13.5% -16.8% -0.2% -7.6% -33.1% -0.5% 10.0% 11.7% 9.3% 
 Pretax Income (adjusted) 498.7 482.8 446.5 334.1 323.2 329.2 327.7 360.4 402.5 440.1 6% 

y/y 11.5% -3.2% -7.5% -25.2% -3.3% 1.9% -0.5% 10.0% 11.7% 9.3% 
   - Income Tax Expense -146.2 -138.4 -119.2 -111.6 -90.5 -76.7 -76.4 -84.0 -88.6 -96.8 
 Effective tax rate (%) 25.8% 21.6% 22.3% 21.0% 18.4% 23.3% 23.3% 23.3% 22.0% 22.0% 
   - Minority Interests 0 0 0 0 0 0 0 0 0 0 
 Income Before XO Items 419.4 503.3 414.7 421.0 401.9 252.5 251.4 276.4 314.0 343.3 -3% 

y/y 4.4% 20.0% -17.6% 1.5% -4.6% -37.2% -0.5% 10.0% 13.6% 9.3% 
   - Extraordinary Loss Net of Tax 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Net Income (reported) 419.4 503.3 414.7 421.0 401.9 252.5 251.4 276.4 314.0 343.3 -3% 

y/y 4.4% 20.0% -17.6% 1.5% -4.6% -37.2% -0.5% 10.0% 13.6% 9.3% 
 Exceptional (L)G 72.63 139.04 82.51 165.66 154.66           
 Net Income (adjusted) 346.8 364.3 332.1 255.4 247.2 252.5 251.4 276.4 314.0 343.3 7% 

y/y 13.8% 5.0% -8.8% -23.1% -3.2% 2.1% -0.5% 10.0% 13.6% 9.3% 
 Basic EPS (reported) 0.43 0.51 0.42 0.43 0.41 0.26 0.26 0.28 0.32 0.35 
 Basic EPS (adjusted) 0.35 0.37 0.34 0.26 0.25 0.26 0.26 0.28 0.32 0.35 
 

            Basic Weighted Avg Shares 982.1 982.1 982.1 982.1 982.1 982.1 982.1 982.1 982.1 982.1 
 

            Diluted EPS (reported) 0.43 0.51 0.42 0.43 0.41 0.26 0.26 0.28 0.32 0.35 -3% 

y/y 4.4% 20.0% -17.6% 1.5% -4.6% -37.2% -0.5% 10.0% 13.6% 9.3% 
 Diluted EPS (adjusted) 0.35 0.37 0.34 0.26 0.25 0.26 0.26 0.28 0.32 0.35 7% 

y/y 13.8% 5.0% -8.8% -23.1% -3.2% 2.1% -0.5% 10.0% 13.6% 9.3% 
 Diluted Weighted Avg Shares 982.1 982.1 982.1 982.1 982.1 982.1 982.1 982.1 982.1 982.1 
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Reference Items FY2011 FY2012 FY2013 FY2014 FY2015 FY2016E FY2017E FY2018E FY2019E FY2020E 

EBITDA 505.9 483.5 443.7 333.5 313.2 319.2 316.0 349.1 392.7 431.9 

Dividends per Share 0.26 0.27 0.27 0.24 0.21 0.20 0.20 0.22 0.25 0.28 

Dividend payout ratio 72.2% 72.8% 79.8% 92.3% 83.4% 75.8% 78.1% 78.2% 78.2% 80.1% 

Depr. & Amor. 28.7 29.2 28.0 30.9 25.4 26.4 26.1 28.2 31.0 34.1 

as a % of sales 1.6% 1.6% 1.5% 2.0% 1.7% 1.8% 1.8% 1.8% 1.8% 1.8% 

           Balance Sheet (HK$ million) FY2011 FY2012 FY2013 FY2014 FY2015 FY2016E FY2017E FY2018E FY2019E FY2020E 

Assets 
            + Cash & Near Cash Items 1020.9 1065.3 1295.7 1240.0 1211.7 1259.1 1314.4 1361.9 1408.8 1434.3 

  + Short-Term Investments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  + Accounts & Notes Receivable 71.2 71.7 163.4 178.6 48.8 80.2 99.3 107.2 118.0 129.8 

  + Inventories 313.3 376.9 119.3 245.6 200.9 192.3 195.2 213.5 234.8 258.3 

  + Other Current Assets 72.2 113.6 237.8 103.7 83.5 81.0 80.2 86.6 95.3 104.8 

Total Current Assets 1477.6 1627.5 1816.2 1767.9 1544.9 1612.7 1689.1 1769.2 1856.9 1927.2 

  + Investment Properties + Land 1963.8 2102.8 2194.2 2317.8 2395.2 2395.2 2395.2 2395.2 2395.2 2395.2 

    + Gross Fixed Assets 476.0 492.1 562.0 555.7 535.2 549.8 564.3 587.8 613.7 651.5 

    - Accumulated Depreciation -267.7 -290.1 -318.1 -346.9 -351.1 -377.4 -403.5 -431.7 -462.7 -496.8 

  + Net Fixed Assets 208.3 202.0 243.9 208.8 184.1 172.4 160.8 156.1 150.9 154.7 

  + Land & Other 55.9 134.7 162.4 106.2 218.7 218.7 218.7 218.7 218.7 218.7 

Total Long-Term Assets 2228.0 2439.5 2600.5 2632.8 2798.0 2786.3 2774.7 2770.0 2764.8 2768.6 

Total Assets 3705.6 4067.0 4416.7 4400.7 4342.9 4398.9 4463.8 4539.2 4621.7 4695.8 

           Liabilities & Shareholders' Equity 
            + Trade Payables 92.2 91.7 69.6 51.4 24.0 19.0 29.0 44.0 58.0 63.8 

  + Other Payables & Accruals 337.6 385.4 510.3 360.5 325.4 325.4 325.4 325.4 325.4 325.4 

  + Other Short-Term Liabilities 20.0 15.8 30.0 36.5 14.4 14.4 14.4 14.4 14.4 14.4 

Total Current Liabilities 449.8 492.9 609.9 448.4 363.8 358.9 368.8 383.8 397.9 403.7 

  + Long-Term Borrowings 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  + Deferred Income Tax Liabilities 321.3 336.1 363.3 377.7 360.5 360.5 360.5 360.5 360.5 360.5 

Total Liabilities 771.1 829.0 973.2 826.1 724.3 719.3 729.3 744.3 758.4 764.2 

  + Total Preferred Equity 167.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  + Minority Interest 1.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  + Share Capital & APIC 98.2 98.2 98.2 1101.4 1101.4 1101.4 1101.4 1101.4 1101.4 1101.4 

  + Retained Earnings & Other Equity 2668.0 3139.8 3341.3 2473.3 2517.2 2578.2 2633.2 2693.5 2762.0 2830.3 

Total Shareholders' Equity 2934.5 3238.0 3439.5 3574.6 3618.6 3679.6 3734.5 3794.9 3863.4 3931.6 

Total Liabilities & Equity 3705.6 4067.0 4416.7 4400.7 4342.9 4398.9 4463.8 4539.2 4621.7 4695.8 
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Cash Flow (HK$ million) FY2011 FY2012 FY2013 FY2014 FY2015 FY2016E FY2017E FY2018E FY2019E FY2020E 

  + Net Income 346.8 364.3 332.1 255.4 247.2 252.5 251.4 276.4 314.0 343.3 

  + Depreciation & Amortization 28.7 29.2 28.0 30.9 25.4 26.4 26.1 28.2 31.0 34.1 

  + Property Fair Value 
     

0.0 0.0 0.0 0.0 0.0 

  + Working Capital + Other -97.8 -108.8 19.3 -119.0 -43.3 -25.3 -11.2 -17.6 -26.7 -39.0 

Cash From Operating Activities 277.7 284.7 379.4 167.3 229.3 253.5 266.2 287.0 318.3 338.4 

  + Disposal of Fixed Assets 
            + Capital Expenditures -21.4 -16.4 -19.9 -12.1 -8.5 -14.6 -14.5 -23.5 -25.8 -37.9 

  + Purchase of Investment Properties 0.0 0.0 -10.3 -26.5 -1.4 0.0 0.0 0.0 0.0 0.0 

  + Decrease in Investments 
            + Other Investing Activities 
 

-36.3 -2.4 56.5 -99.9 
     Cash From Investing Activities -21.4 -52.7 -32.6 17.9 -109.8 -14.6 -14.5 -23.5 -25.8 -37.9 

  + Dividends Paid -250.4 -265.2 -265.2 -255.4 -225.9 -191.5 -196.4 -216.1 -245.5 -275.0 

  + Change in Short-Term Borrowings 42.0 -12.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  + Increase in Long-Term Borrowing 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  + Decrease in Long-term Borrowing 
            + Increase in Capital Stocks 
            + Decrease in Capital Stocks 
            + Other Financing Activities 
          Cash from Financing Activities -208.4 -277.6 -265.2 -255.4 -225.9 -191.5 -196.4 -216.1 -245.5 -275.0 

Net Changes in Cash 47.9 -45.6 81.6 -70.2 -106.4 47.4 55.3 47.5 47.0 25.5 

 

Ratio Analysis FY2011 FY2012 FY2013 FY2014 FY2015 FY2016E FY2017E FY2018E FY2019E FY2020E 

           Per Share Data  
          Basic EPS (adjusted) 0.35 0.37 0.34 0.26 0.25 0.26 0.26 0.28 0.32 0.35 

Diluted EPS (adjusted) 0.35 0.37 0.34 0.26 0.25 0.26 0.26 0.28 0.32 0.35 

Dividend per share (DPS) 0.26 0.27 0.27 0.24 0.21 0.20 0.20 0.22 0.25 0.28 

Book Value per share (BVPS) 2.99 3.30 3.50 3.64 3.68 3.75 3.80 3.86 3.93 4.00 

           Margins (%) 
          Gross Margin 57.3% 56.4% 54.1% 55.7% 60.0% 60.5% 59.5% 59.0% 59.0% 59.0% 

Operating Margin 26.5% 24.4% 22.2% 19.6% 19.1% 20.0% 20.0% 20.5% 21.0% 21.0% 

EBITDA Margin 28.1% 26.0% 23.7% 21.6% 20.7% 21.8% 21.8% 22.3% 22.8% 22.8% 

Pre-Tax Margin (adjusted) 27.7% 25.9% 23.8% 21.7% 21.4% 22.5% 22.6% 23.0% 23.4% 23.2% 

Net Income Margin (adjusted) 19.2% 19.6% 17.7% 16.6% 16.4% 17.2% 17.3% 17.7% 18.2% 18.1% 
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Growth (%) FY2011 FY2012 FY2013 FY2014 FY2015 FY2016E FY2017E FY2018E FY2019E FY2020E 
Sales growth 20.3% 3.4% 0.7% -17.8% -2.0% -3.0% -1.0% 8.0% 10.0% 10.0% 
EBIT growth 9.0% -4.8% -8.5% -27.2% -4.9% 1.8% -1.0% 10.7% 12.7% 10.0% 
Net Income (adjusted) growth 13.8% 5.0% -8.8% -23.1% -3.2% 2.1% -0.5% 10.0% 13.6% 9.3% 
EPS (adjusted) growth 13.8% 5.0% -8.8% -23.1% -3.2% 2.1% -0.5% 10.0% 13.6% 9.3% 

           
           DuPont ROE (%) 11.8% 11.2% 9.7% 7.1% 6.8% 6.9% 6.7% 7.3% 8.1% 8.7% 
Margin (%) 19.2% 19.6% 17.7% 16.6% 16.4% 17.2% 17.3% 17.7% 18.2% 18.1% 
Turnover (x) 0.5 0.5 0.4 0.4 0.3 0.3 0.3 0.3 0.4 0.4 
Leverage (x) 1.3 1.3 1.3 1.2 1.2 1.2 1.2 1.2 1.2 1.2 

           ROA 9.4% 9.0% 7.5% 5.8% 5.7% 5.7% 5.6% 6.1% 6.8% 7.3% 
Net cash / equity 34.8% 32.9% 37.7% 34.7% 33.5% 34.2% 35.2% 35.9% 36.5% 36.5% 

           FCF Calculation 
          Op. cash  277.7 284.7 379.4 167.3 229.3 253.5 266.2 287.0 318.3 338.4 

capex -21.4 -16.4 -19.9 -12.1 -8.5 -14.6 -14.5 -23.5 -25.8 -37.9 
FCF (HK$ million) 256.3 268.3 359.5 155.2 220.8 238.9 251.7 263.6 292.5 300.5 
FCF margin (%) 14.2% 14.4% 19.2% 10.1% 14.6% 16.3% 17.4% 16.8% 17.0% 15.9% 
FCF per share 0.26 0.27 0.37 0.16 0.22 0.24 0.26 0.27 0.30 0.31 
Price/FCF per share 11.3 11.2 8.4 19.4 13.6 12.6 11.9 11.4 10.3 10.0 

           Net Cash calculation 
          Cash + short term investments 1,020.9 1,065.3 1,295.7 1,240.0 1,211.7 1,259.1 1,314.4 1,361.9 1,408.8 1,434.3 

Less: long term debt 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Net Cash 1,020.9 1,065.3 1,295.7 1,240.0 1,211.7 1,259.1 1,314.4 1,361.9 1,408.8 1,434.3 

           Net cash per share 1.0 1.1 1.3 1.3 1.2 1.3 1.3 1.4 1.4 1.5 

           
 

                
  Valuation ratio's 

          P/B 0.99 1.26 1.07 0.84 0.83 0.82 0.80 0.79 0.78 0.76 
P/E 8.35 11.19 11.03 11.77 12.16 11.90 11.96 10.87 9.57 8.75 
P/S 1.61 2.19 1.95 1.95 1.99 2.05 2.07 1.92 1.74 1.59 
EV/sales 1.04 1.62 1.26 1.27 1.30 1.34 1.35 1.25 1.14 1.03 
EV/EBITDA 3.71 6.23 5.34 5.86 6.01 5.59 5.65 5.11 4.55 4.13 
EV/EBIT 3.93 6.63 5.70 6.46 6.79 6.68 6.74 6.09 5.41 4.91 
EV/FCF 7.32 11.22 6.59 12.59 8.86 8.18 7.77 7.42 6.68 6.51 
Dividend Yield (%) 8.3% 6.5% 7.2% 7.8% 6.9% 6.4% 6.5% 7.2% 8.2% 9.2% 

           Receivable days 14 14 32 42 12 20 25 25 25 25 
Inventory days 149 169 51 131 121 121 121 121 121 121 
payables days 44 41 29 27 14 12 18 25 30 30 
Current ratio 3.3 3.3 3.0 3.9 4.2 4.5 4.6 4.6 4.7 4.8 

           
           Enterprise Value Calculation FY2011 FY2012 FY2013 FY2014E FY2015E Current 

    Market Cap. 2,897.2 4,075.7 3,663.2 3,250.8 3,093.6 3,005.2 
    + Minority Interest 0.0 0.0 0.0 0.0 0.0 0.0 
    +Total Debt (ST & LT Debt) 0.0 0.0 0.0 0.0 0.0 0.0 
    - Cash & Equivalents 1,021 1,065 1,296 1,295.7 1,212 1220.3 
    Enterprise Value 1,876 3,010 2,368 1,955 1,882 1,785 
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DCF model 2011 2012 2013 2014 2015 2016E 2017E 2018E 2019E 2020E 2021E 2022E 2023E 2024E 

(in HK$ million)                             

EBIT 477 454 416 303 288 293 290 321 362 398 434 465 493 518 

% growth 9% -5% -8% -27% -5% 2% -1% 11% 13% 10% 9% 7% 6% 5% 

                              

Taxes @ 26% 22% 22% 21% 18% 23% 23% 23% 22% 22% 22% 22% 22% 22% 

                              

EBIAT 354 356 323 239 235 225 222 246 282 310 338 362 384 404 

% growth 8% 1% -9% -26% -2% -4% -1% 11% 15% 10% 9% 7% 6% 5% 

                              

+ D&A 29 29 28 31 25 26 26 28 31 34 37 39 41 43 

- Capital expenditures -21 -16 -20 -12 -9 -15 -14 -23 -26 -38 -41 -43 -46 -47 

- Change in net WC -98 -109 19 -119 -43 -25 -11 -18 -27 -39 -33 -27 -24 -20 

Free Cash Flow to Firm 263 260 350 139 208 211 223 233 261 268 301 331 356 379 

FCY y/y growth -24% -1% 35% -60% 50% 1% 6% 5% 12% 3% 13% 10% 8% 6% 

                

Value per Share                     

      Cost of capital       WACC     12.0% 

Terminal Growth 10.0% 11.0% 12.0% 13.0% 14.0%   PV of Free Cash Flow   1,432 

2.5%              5.28               4.78                4.37               4.05               3.78    PV of Terminal Value   1,752 

2.8%              5.39               4.86                4.43               4.10               3.82    Add: Net Cash     1,212 

3.0%              5.47               4.91                4.48               4.13               3.84    Total Equity Value   4,396 

3.3%              5.60               5.00                4.54               4.18               3.88    Shares outstanding   982.10  

3.5%              5.69               5.07                4.59               4.21               3.91    DCF value     4.48 
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Disclaimer 
Evaluate Research provides institutional equity research on global public mid-cap  
companies. All information used in the publication of this report has been compiled 
from publicly available sources that are believed to be reliable; and we do not seek 
insider information for writing this report. Opinions, estimates and projections in 
this report constitute the current judgment of the analyst(s) as on the date of this 
report.  It is not guaranteed as to accuracy, nor is it a complete statement, of the 
financial products, securities, or markets referred to. Opinions are subject to change 
without notice. To the extent permitted by law, Evaluate does not accept any liability 
arising from the use of information in this report.   
 
This document is provided for information purposes only, and is not a solicitation or 
inducement to buy, sell, subscribe, or underwrite securities or units. Evaluate does 
not make individually tailored investment recommendations. Any valuation given in 
a research note is the theoretical result of a study of a range of possible outcomes, 
and not a forecast of a likely share price. The securities, issuances or investment 
strategies discussed in this report may not be suitable for all investors. Investments 
involve many risk and potential loss of capital. Past performance is not necessarily 
indicative of future results. Evaluate may publish further update notes on these 
securities/companies but has no scheduled commitment and may cease to follow 
these securities/companies as may be decided by the research management. 
 
Evaluate and its analysts are free to issue any opinion on the security or issuance. 
Evaluate seeks to comply with the CFA Institute Standards as well as NIRI Guidelines 
(National Investor Relations Institute, USA) for all conduct, research and 
dissemination of research, particularly governing independence in issuer 
commissioned research. 
 
Forward-looking information or statements in this report contain information that is 
based on assumptions, forecasts and estimates of future results, and therefore 
involve known and unknown risks or uncertainties which may cause the actual 
results, performance or achievements of their subject matter to be materially 
different from the current expectations. 
 
Evaluate makes an effort to use reliable, comprehensive information, but makes no 
representation that this information is accurate or complete. Evaluate is under no 
obligation to update or keep current the information contained herein. The 
compensation of the analyst who prepares any Evaluate research report is 
determined exclusively by Evaluate’s research and senior management. 
 
Evaluate Research Ltd. does not conduct any investment banking, stock brokerage or 
money management business and accordingly does not itself hold any positions in 
the securities mentioned in this report. However, Evaluate’s directors, affiliates, and 
employees may have a position in any or related securities mentioned in this report 
at an appropriate time period after the report has already been disseminated, and in 
compliance with all CFA Institute Standards. 
 
No part of this report may be reproduced or published without the prior written 
consent from Evaluate Research Ltd. Please cite the source when quoting. 
 
Copyright 2015 Evaluate Research Limited. All rights reserved. 
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