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Key Data
Share price (HK$) 5.02
Target price(HK$) 4.22
Downside potential (%) 15.9
52Wk H/L(HK$) 6.28/3.87
Issued shares (mn) 2814
Market cap (HK$mn) 14,165
30-day avg vol (HK$mn) 19.55
Major shareholder (%):

Kwok Siu Ming (Chairman) 65.65

Source: Company, Bloomberg, ABCI Securities

Reve nue composition by regionin FY3/12 (%)

HK & Macau 79.5
Mainland China 4.6
Other markets 11.3
Sa Sa.com(onlinebusiness) 4.6
Source: Company
Share pe rformance (%)

Absolute Relative*
1-mth 2.8% (0.4%)
3-mth 10.6% 4.6%
6-mth 2.1% 10.0%

Source: Bloomberg
*Relative to Hang Seng Index
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Sa Sa (178 HK) - Sell
Specialty Stores Industry

Sa Sa’s retail sales growth picked up in Jul and Aug compared with
Apr-Jun. Howe\er, the stock is trading at 17.8x PER for FY3/2013, its
price is higher than our fair valuation. We maintain our “Sell” rating.

Sale grew faster in Jul and Aug: Sa Sa released its latest operating data in
Juland Aug. From 1 Jul to 19 Aug, its retail sales grew by 20.1% YoY (vs
18.5%YoY in 1Q of 03/FY12) and its HK & Macau retail sales grew by
18.7%YoY (vs 15.1%YoY in 1Q of 3/FY12). The same store sales growth
recovered to 15.3% from 12.3% in 1Q of 3/FY12. Its sale increased by
19.3%YoY in 1 April-19 Aug and its HK & Macau retail sales increased by
16.6%Y0Y in 1 April-19 Aug, supported by a 13.5% SSSG.

Our comment:

Mainland tourists arrival to HK grew by 24.4%YoY in Apr-Jun. The growth
of Mainland tourists arrival to HK slowed down to 21.9%YoY in Jul. Sa
Sa’s retail sales in HK & Macau picked up in Jul and Aug despite the
growth of Main land tourists arrival to HK slowed down in Jul. We maintain
our sales and net profit growth of 19.8% YoY and 15.1% Yo respectively
in FY3/2013. However, Sa Sa is trading at 17.8x PER for FY3/2013, its
price is higher than our fair valuation. We maintain our “Sell” rating and set
our target price at HK$4.22, representing 15x PER for FY3/2013.

Risk factors: Better-than-expected/worse-than-expected growth of
Mainland tourists to HK; rising rental/staff cost; intensify market
competition

Forecast and Valuation

FY ended Mar 31 FY11A FY12A FY13E FY14E FY15E
Sales (HK$ mn) 4,901 6,405 7,673 9,284 11,067
Chg (YoY) 19.2% 30.7% 19.8% 21.0% 19.2%
Net Income (HK$mn) 509 690 794 997 1,208
Chg (YoY) 33.4% 35.4% 15.1% 25.6% 21.3%
FD EPS(HKS$) 0.180 0.244 0.281 0.353 0.427
Chg (YoY) 33.4% 35.4% 15.1% 25.6% 21.3%
NBV (HK$) 0.479 0.577 0.674 0.813 0.975
DPS(HKS$) 0.139 0.174 0.197 0.247 0.299
P/E(X) - 20.53 17.84 14.21 11.72
P/B(x) - 8.68 7.43 6.16 5.14
Dividendyield - 3.5% 3.9% 4.9% 6.0%
ROAE 40.1% 46.2% 44.9% 47.4% 47.8%
ROAA 29.6% 31.8% 30.8% 33.5% 34.1%

Source: Company, Bloomberg, ABCI Securities estimates
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Exhibit 1: Valuation table

Mkt cap Price PER EPS growth
Code Name (HK$mn) (HK$) T T+1 T T+1
Beauty products retailers
653 Bonjour 3,144 1.05 1458 16.67 22.8% (12.5%)
178 Sa Sa 14,137 5.01 20.53 17.83 35.6% 15.2%
HK retailers
709 Giordano 9,282 6.03 12.51 11.23 33.9% 11.4%
999 I.T 4,434 3.61 9.30 8.20 21.3% 13.4%
589 Ports 4,616 8.20 10.92 10.25 (9.5%) 6.5%
1929 ChowT ai Fook 98,400 9.84 14.26 13.67 72.5% 4.3%
116 ChowSang Sang 11,372 16.80 10.40 9.33 39.2% 11.5%
3389 Hengdeli 9,532 2.17 11.73 12.76 42.3% (8.1%)
590 Luk Fook 12,636 21.45 8.83 10.07 42.1% (12.3%)
398 Oriental 1,438 2.52 6.81 6.30 27.6% 8.1%
Average 11.99 11.63

Source: Bloomberg, ABCI Securities estimates, T* represents last financial year

Exhibit2: PE chart of Sa Sa

(HKD)
9 -

g -
7
6 -
5 -

b

Jan-07

Nov-07

Oct-08

Sep-09

Aug-10

Jul-11

Jun-12

Source: Bloomberg, ABCI Securities estimates




7Y S S B B

ABC INTERNATIONAL
ABCI SECURITIES COMPANY LIMITED

Disclosures

Analyst Certification

I, Hu Zhaoling, being the person primarily responsible for the content of this
research report, in whole or in part, hereby certify that all of the views expressed in
this report accurately reflect my personal view about the subject company or
companies and its or their securities. | also certify tha no part of my compensation
was, is, or will be, directly or indirectly, related to the specific recommendations or
views expressed in this report. | and/or my associates have no financial interests in
relation to the listed company (ies) covered in this report, and | and/or my associates
do not serve as officer(s) of the listed company (ies) covered in this report.

Disclosures of Interests
ABCI Securities Company Limited and/or its member companies (“ABCI”) may
pursue financial interests to the companies mentioned in the report.

Disclaimers

This report is for our clients only and is for distribution only under such
circumstances as may be permitted by applicable law. It has no regard to the
specific investment objectives, financial situation or particular needs of any specific
recipient. It is published solely for informational purposes and is not to be construed
as a solicitation or an offer to buy or sell any securities or related financial
instruments. No representation or warranty, either expresses or implied, is provided
in relation to the accuracy, completeness or reliability of the information contained
herein. This report should not be regarded by recipients as a substitute for the
exercise of their own judgment. Any opinions expressed in this report are subject to
change without notice and may differ or be contrary to opinions expressed by other
business areas as a result of using different assumptions and criteria. The analysis
contained herein is based on numerous assumptions. Different assumptions could
result in materially different results. The analyst(s) responsible for the preparation
of this report may interact with trading desk personnel, sales personnel and other
constituencies for the purpose of gathering, synthesizing and interpreting market
information. ABCI Securities Company Limited is under no obligation to update or
keep current the information contained herein. ABCI Securities Company Limited
relies on information barriers to control the flow of information contained in one or
more areas within ABCI Securities Company Limited, into other areas, units, groups
or affiliates of ABCI Securities Company Limited. The compensation of the analyst
who prepared this report is determined exclusively by research management and
senior management (not including investment banking). Analyst compensation is
not based on investment banking revenues, however, compensation may relate to
the revenues of ABCI Securities Company Limited as a whole, of which investment
banking, sales and trading are a part. The securities described herein may not be
eligible for sale in all jurisdictions or to certain categories of investors. The price
and value of the investments referred to in this research and the income from them
may fluctuate. Past performance is not necessarily indicative of future results.
Foreign currency rates of exchange may adversely affect the value, price or income
of any security or related instrument mentioned in this report. For investment advice,
trade execution or other enquiries, clients should contact their local sales
representative. Neither ABCI Securities Company Limited nor any of its affiliates,
directors, employees or agents accepts any liability for any loss or damage arising
out of the use of all or any part of this report. Additional information will be made
available upon request.
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