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Key data

Share price (HK$) 1.94
52Wk H/L(HKS$) 3.76/1.91
Issued shares (mn) 639.3
Market cap (HK$mn) 1,240
30-day avgvol (HK$mn) 0.70
Major shareholders (%):

Lee T ze Bun Marces (Chairman) 43.41
Value Partners 5.99

Source: Company, Bloomberg, ABCI Securities

Revenue compositionin FY2/12 (%)

Retail(PRC) 84.9
Retail(HK & Macau) 12.7
Export 2.4
Source: Company

mre pe rformance (0/9)

Absolute Relative*

1-mth (4.9) (3.6)
3-mth (15.7) (19.2)
6-mth (31.0) (25.8)

Source: Bloomberg
*Relative to Hang Seng Index
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Key takeaways from the plant visit of Le Saunda

We’ve visited the multi-brands outlet and plant of Le Saunda in Shunde,
Guangdong Province. Its Spring-Summer inventories accounted for 20%
of total inventories in the outlet and off-season items are offered discount
as high as 60%. The inventory clearance activity will last for the whole
month of Sep. The group will prudently open new store due to the
uncertainty of macro economy and inventory pressure.

Prudent store opening plan for next sewral years: Due to the
uncertainty of macro economy and inventory pressure, the group will adopt
a prudent strategy to add new stores. The group will close 60 stores under
“CNE” which recorded net loss for FY2/13. The group targets the no. of
retail stores at 950 by the end of FY2/13, up 3%YoY.

SSSG is expected to maintain at single digit for FY2/13: Its same stores
sale growth recorded 8.2% in FY2/12. The SSSG dropped to 5.2% in
09/2011- 02/2012(vs12.7% in 03/2011-08/2011). The management unveiled
its SSSG was at single digit from Mar to May of 2012. We believe its SSSG
will maintain at single digit for FY2/13.

Operating margin under pressure due to rising staff and rental cost: Its
staff cost and rental & concessionaire cost accounted for 22.4% and 23.1%
of total sales in FY2/12. The slow sales ramp-up and rising staff and rental
costwill drag down its operating margin for FY2/13.

Forecast and valuation

Yrended Feb29 FY11A FY12A FY13E FY14E
Revenue(Rmbmn) 1,320 1,545 1,733 1,884
Chg (%YoY) 32.0 17.1 12.2 8.7
Net Income(Rmbmn) 169 194 165 192
Chg (%YoY) 37.0 15.3 (14.9) 16.4
FD EPS(Rmb) 0.264 0.304 0.260 0.300
Chg (%YoY) 37.3 15.3 (13.3) 15.4
P/E(X) - 6.4 7.5 6.5
DP S(Rmb) 0.130 0.137 0.120 0.140
Dividendyield(%) - 7.1 6.2 7.2
ROAA(%) 14.2 14.0 - -
ROAE(%) 17.2 17.4 - -

Source: Companydata, Bloomberg



mailto:vivianli@abci.com.hk

1) S S B B

ABC INTERNATIONAL
ABCI SECURITIES COMPANY LIMITED

Le Saunda Holdings Limited

Company background and business development:

Le Saunda is a mid-to-high end footwear retailer based in Hong Kong. The
group was founded in 1977 and was listed in HKEX in 1992. The group runs
902 retail outlets in the Mainland China and 19 outlets in Hong Kong in
FY2/12. The self-owned stores accounted for 80.8% of total outlets. The
group has 4 in-house brands under “Le Saunda”, “Linea Rosa”, “ITAUOMO”
(men’s footwear) and “CNE”.

Its sales and net profit grew by 17.1% YoY and 15.3% YoY to HK$1,545mn
and HK$165.5mn in FY2/12 respectively. Its PRC retail sales, HK retail sales
and export accounted for 84.9%, 12.7% and 2.4% of total revenue in FY2/12
respectively. Its women’s footwear, men’s footwear and women’s handbag
and accessories accounted for 78.4%, 13.1% and 8.5% in FY2/12
respectively. It had net cash of HK$ 397,981mn at the end of FY2/12. The
group’s dividend payoutratio was 45.1%.

Retail outlet visit in Shunde: We’ve visited Le Saunda in Shunde,
Guangdong province. The sales person told us the Autumn-Winter items has
launched at the beginning of Sep. Its Spring-Summer inventories account for
20% of total inventories in the outlet and off-season items are offered
discount as high as 60%. The inventory clearance activity will last for the
whole month of Sep. Its new items for Autumn-Winter are offered 22%
discount. To celebrate it 35 years anniversary, the stores offer a special
promotion with “35% off for each Rmb100”. The overall discount ratio will
fetch to 30% for new items. The management has confirmed with us its
Autumn-Winter items discount were heavier compared with last year (No
discount for its new Autumn-winter items of last year) due to more
promotion activities required by department stores and intensified
competition among peers.

Prudent store opening plan for next sewveral years: Due to the uncertainty
of macro economy and inventory pressure, the group will adopt a prudent
store opening plan by increase 10% stores per annual in next several years.
The group will allocate more resources to develop its high end women’s
footwear brand “Linea Rosa” and high end men’s footwear brand
“ITAUOMO”. The group will close 60 stores under “CNE” which recorded
net loss for last year. The management targets to have 950 retail outlets by the
end of FY2/13, up 3% YoY. The group target its men’s footwear outlets and
Linea Rosa’s outlets to increase by CAGR of 42.4% and CAGR of 158.2%
to 150 and 60 stores by FY2/14.

SSSG is expected to maintain at single digit for FY2/13: Its same stores
sale growth recorded 8.2% in FY2/12. The SSSG dropped to 5.2% in
09/2011-02/2012(vs12.7% in 03/2011-08/2011). The management unveiled
its SSSG was at single digit from Mar to May of 2012. We believe its SSSG
will maintain at single digit for FY2/13.

Operating margin under pressure due to rising staff and rental cost: Its
staff cost and rental & concessionaire cost accounted for 22.4% and 23.1% of
total sales in FY2/12 respectively. The slow sales ramp-up and rising staff
and rental costwill drag down its operating margin for FY2/13.
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Exhibit 1:Peer comparasion

Le Saunda Holdings Limited

Belle(Footwear)

Daphne

C.Banner

Le Saunda*

Code

Market positioning
Stock price(closed at 12Sep)

Market cap (HK$mn)
No.of stores

Inventory turnover days
Gross profit margin
Operating profit margin
Net profit margin
ROAE

ROAA
FY12 PE

1880 HK
Mid-to-high end

14.60

123,140
11,022
200
56.60%
17.50%
14.00%
23.10%

18.30%
20.7

210 HK
M id end/M ass market

7.81

12,866
6,581
202
60.70%
13.80%
9.50%
24.70%

16.20%
14.3

1028 HK
Mid-to-high end

2.65

5,300
1,964
239
62.40%
15.20%
12.40%
28.40%

21.30%
14.4

738 HK
Mid-to-high end

1.94

1,240
921
272

64.40%

15.90%

12.60%

17.30%

14.00%
7.5

Source: Company data, ABCI Securities;*Le Saunda's data were for the financial year ended 29 Feb 2012
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Disclosures

I, Hu Zhaoling, Judy , 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 that 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.

Definitionof equity rating

Rating Definition

Buy Stock return > Market return rate

Hold Market return — 6% < Stock return < M arket return rate
Sell Stock return < Market return — 6%

Stock return is defined as the expected % change of share price plus gross dividend
yield over the next 12 months

Market return: 5-year average market return rate from 2007-2011 (~15%)

Time horizon of share price target: 12-month

Definitionof share price risk

Rating Definition

\ery high 2.6 <180 day volatility/180 day benchmark index volatility

High 1.5 <180 day volatility/180 day benchmark index volatility < 2.6
Medium 1.0 <180 day volatility/180 day benchmark index volatility < 1.5
Low 180 day volatility/180 day benchmark index volatility < 1.0

We measure share price risk by its volatility relative to volatility of benchmark index.
Benchmark index: Hang Seng Index.

\blatility is calculated from the standard deviation of day to day logarithmic historic
price change. The 180-day price volatility equals the annualized standard deviation of
the relative price change for the 180 most recent trading days closing price.

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

Disclaimer

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
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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.

Copyright 2012 ABCI Securities Company Limited
No part of this material may be (i) copied, photocopied or duplicated in any form by
any means or (ii) redistributed without the prior written consent of ABCI Securities
Company Limited.
Office address: ABCI Securities Company Limited, 13/F Fairmont House,

8 Cotton Tree Drive, Central, Hong Kong.
Tel: (852) 2868 2183




