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Key Data 

Share price (HK$) 5.94  
Target price(HK$) 5.80 
Downside potential(%) 2.4 

52Wk H/L(HK$) 6.02 / 3.92 
Issued shares (mn) 2,815 
Market cap (HK$mn) 16,779 
30-day avg vol (HK$mn) 26.9 

Major shareholder (%):  
Kwok Siu Ming (Chairman) 65.65 

Source: Company, Bloomberg, ABCI Securities  
 

 

Revenue composition in 1HFY3/13 (%) 

HK & Macau 77.9 
Mainland China 5.0 

Other markets 11.7 
Sa Sa.com(online business) 5.4 

Source: Company 

 
 
 
 

Share performance (%) 

 Absolute Relative* 

1-mth 4.8% 3.3% 

3-mth 19.6% 11.3% 
6-mth 29.7% 16.5% 

Source: Bloomberg 

*Relative to Hang Seng Index 

 

 
1 year price performance 

 
 

Source: Bloomberg 
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Sa Sa (178 HK) – Hold 
Specialty Stores  

Raise 12-mth target price to HK$5.8 (previous HK$4.22) 

Key takeaways from the analyst meeting 

Sa Sa released better-than-expected sales growth in 1H FY3/13 as the 

rapid increase of short-haul Mainland tourists boosted daily 

necessities sales. Surging sales of high-margin house brands lifted up 

gross profit margin in 1H but rising rental and staff costs will bring  

pressure to its operating profit margin in 2H and 2013. 

Company Report 
 

 

  

 

 

 

 

 

 

 

 

 

 
 

Solid sales performance in 1H: Sales increased by 21.2%YoY to 
HK$3,377mn, 1.2% h igher than consensus. The net profit increased by 25.7% 

to HK$282mn due to improving gross profit margin and operating profit 

marg in, which was 7.2% h igher than consensus. The sales in HK & Macau 
and Mainland China increased by 19.3%YoY and 53.6%YoY respectively. 

The net loss per store in  China dropped 9% to HK$0.3mn compared  with 

HK$0.33mn in 1HFY3/12, while China business segment loss reached 
HK$19.8mn compared with HK$19.7 in 1HFY3/12. 

 

Revise up sales and earnings: HK & Macau retail sales and SSSG 

increased by 23.1% and 17.8% respectively from 1 Oct to 11 Nov. We 

revise up our SSSG for HK & Macau to 16% (from 8%) and 14% (from 

10%) for FY3/13 and FY3/14 respectively to factor in the strong average 

sales growth and lower our operating profit marg in by 0.2ppt in light of 

rising rental and staff costs.. We revise up sales and net profit by 5.0% and 

3.2% respectively in FY3/13. 

 

Upgrade to Hold: We believe the strong sales and earnings growth are 

fully factor in the share price as the stock is trading at  20.5x PER for 

FY3/13. We upgrade the counter to “HOLD” from “SELL” and raise 12M 

target price to HK$5.8 from HK$4.22, representing 20.0x PER of FY3/13. 

 

Risk factors: Sustainability of tourist growth; rising rental and staff costs 

to erode margin. 

 

Forecast and valuation 

FY ended Mar 31(HK$ mn)  FY11A FY12A FY13E FY14E FY15E 

Revenue 4,901  6,405  8,059  10,123  12,298  

Chg (%YoY) 19.2% 30.7% 25.8% 25.6% 21.5% 

Net Income 509  690  819  1,000  1,207  

Chg ( %YoY) 33.4% 35.4% 18.8% 22.0% 20.7% 

Diluted EPS(HK$) 0.180 0.244 0.290 0.354 0.427 

Chg (%YoY) 33.4% 35.4% 18.8% 22.0% 20.7% 

P/E(x) - 24.3 20.5 16.8 13.9 

NBV(HK$) 0.479 0.577 0.681 0.816 0.978 

P/B(x) - 10.30 8.72 7.28 6.08 

DPS(HK$) 0.139 0.174 0.203 0.248 0.299 

Dividend yield(%) - 2.9% 3.4% 4.2% 5.0% 

ROAE(%) 40.1% 46.2% 46.1% 47.2% 47.6% 

ROAA(%) 29.6% 31.8% 31.4% 33.0% 33.3% 

 Source: Company data, ABCI Securities estimates

mailto:vivianli@abci.com.hk
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1H FY3/13 review: Sales increased by 21.2%YoY to HK$3,377mn with 

19.3%YoY sales growth in HK & Macau and 53.6%YoY sales growth in the 

Mainland China. ISSSG and same store number o f transaction increased by 

16.8% and 4.7% respectively in HK & Macau. Strong SSSG was mainly 

contributed by surging average sales value per ticket from Main land China 

tourists (+10.7%YoY). SSSG increased by 5.9% in the Mainland China. 

China business segment recorded profit  loss of HK$19.8mn, representing 0.4% 

increase compared  with last year. The net loss per store in China dropped 9% 

to HK$0.3mn compared with HK$0.33mn in 1HFY3/12. The gross profit 

marg in improved by 1.8ppt to 45.7% as the group steadily increased house 

brand sales and house brand sales accounted for 42% of total sales (vs 41.5% 

in 1H FY11). The operating profit  marg in increased by 0.5ppt to 10.2%.. The 

rental costs as % of sales and staff costs as % of sales increased to 11.4% (vs 

11.1% in FY3/12) and 13.0% (vs 11.9% in FY3/12)  respectively. 

 

Earnings revision: We revise up our SSSG for HK & Macau to 16% (from 

8%) and 14% (from 10%) for FY3/13 and FY3/14 respectively to factor in 

the strong average sales growth and lower our operating profit margin by 

0.2ppt and 0.2ppt in light of rising rental and staff costs.. We revise up its 

sales and net profit by 5.0% and 3.2% respectively in FY3/13. 
 

Exhibit 1:1H FY3/13 results review 

(HK$ mn) 1H FY3/12 1H FY3/13 YoY Consensus Diff. 

Turnover 2,786 3,377 21.2% 3,338 1.2% 
COGS -1,562  -1,834  17.4%   
Gross profit 1,224 1,544 26.1% 1,502 2.8% 

Selling and distribution costs -866  -1,096  26.5%   
Admin expenses -98  -134  36.6%   
Operating profit 269 345 28.0% 291 18.4% 
Finance income 4 4 -1.6%   

Pre-tax profit 273 348 27.6%   
Tax -49  -66  36.2%   
Net profit 224 282  25.7% 263 7.2% 

Gross profit margin 43.9% 45.7% +1.8ppt 45.0% +0.7ppt 

Operating profit margin 9.7% 10.2% +0.5ppt 8.7% +1.5ppt 
Net profit margin 8.1% 8.4% +0.3ppt   7.9% +0.5ppt 

Source: Company data,, ABCI Securities estimates 

 

Exhibit 2: Estimates revision 

 New forecast O ld forecast Change% 

(HK$ mn) FY3/13 FY3/14 FY3/15 FY3/13 FY3/14 FY3/15 FY3/13 FY3/14 FY3/15 

Revenues 8,059  10,123  12,298  7,673 9,284 11,067 5.0% 9.0% 11.1% 

YoY growth 25.8% 25.6% 21.5% 19.8% 21.0% 19.2% 6.0% 4.6% 2.3% 

Gross profit 3,707 4,687 5,719 3,530 4,317 5,179 5.0% 8.6% 10.4% 

YoY growth 28.0% 26.4% 22.0% 21.8% 22.3% 20.0% 6.1% 4.1% 2.1% 

Operating profit 986 1,204 1,454 955 1,200 1,456 3.2% 0.3% -0.2% 

YoY growth 19.0% 22.1% 20.8% 15.3% 25.7% 21.3% 3.7% -3.6% -0.5% 

Net profit 819  1,000  1,207  794 997 1,208 3.2% 0.3% -0.2% 

YoY growth 18.8% 22.0% 20.7% 15.1% 25.6% 21.3% 3.7% -3.6% -0.5% 

Diluted EPS(HK$) 0.290 0.354 0.427 0.281 0.353 0.427 3.2% 0.3% -0.2% 

YoY growth 18.8% 22.0% 20.7% 15.1% 25.6% 21.3% 3.7% -3.6% -0.5% 

                   

Gross profit margin 46.0% 46.3% 46.5% 46.0% 46.5% 46.8% 0.0% -0.2% -0.3% 

Operating profit margin 12.2% 11.9% 11.8% 12.4% 12.9% 13.2% -0.2% -1.0% -1.3% 

Net profit margin 10.2% 9.9% 9.8% 10.3% 10.7% 10.9% -0.2% -0.9% -1.1% 

Source:ABCI Securities estimates 
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Exhibit 3: Peer comparison 

  

Mkt cap Price  PER EPS growth 

Code Name (HK$mn) (HK$) T* T+1 T T+1 

Beauty products retailers 

      
653 Bonjour 2,990 1.00 13.9 15.9 15.9 22.8% 

178 Sa Sa 16,779 5.94 24.3 20.5 20.5 35.6% 

HK retailers        

709 Giordano 10,147 6.58 13.7 12.7 12.7 33.9% 

999 I.T   3,893 3.17 8.2 7.2 7.2 21.3% 

589 Ports 3,325 6.00 8.0 8.7 8.7 (9.5%) 

1929 Chow Tai Fook 99,000 9.90 14.3 13.9 13.9 72.5% 

116 Chow Sang Sang 12,347 18.24 11.3 11.4 11.4 39.2% 

3389 Hengdeli 12,387 2.82 15.2 14.8 14.8 42.3% 

590 Luk Fook 11,782 20.00 8.2 9.4 9.4 42.1% 

398 Oriental 1,375 2.41 8.3 6.5 6.5 (34.1%) 

Average 

   

12.5 12.1  

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

 

Exhibit 4: PE chart of Sa Sa 

 

Source: Bloomberg, ABCI Securities estimates   
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       Sa Sa financial summary 

       Consolidated Income Statement 

Yr to Mar 31 (HK$mn) FY11A FY12A FY13E FY14E FY15E 

Turnover 4,901 6,405 8,059 10,123 12,298 

COGS (2,689) (3,508) (4,352) (5,436) (6,580) 

Gross profit 2,212 2,897 3,707 4,687 5,719 

Other income 30 40 40 40 40 

Selling and distribution costs (1,464) (1,901) (2,498) (3,168) (3,874) 

Admin expenses (181) (207) (266) (354) (430) 

Other operating expenses 11 0 4 0 0 

Operating profit 608 828 986 1,204 1,454 

Finance income 5 6 7 8 9 

Pre-tax profit 614 835 993 1,212 1,463 

Tax (104) (145) (174) (212) (256) 

Net profit 509 690 819 1,000 1,207 

Diluted EPS (HK$) 0.180 0.244 0.290 0.354 0.427 

DPS(HK$) 0.139 0.174 0.203 0.248 0.299 

Key Financial Ratios 

Yr to Mar 31 (HK$mn) FY11A FY12A FY13E FY14E FY15E 

Revenue growth  19.2% 30.7% 25.8% 25.6% 21.5% 

Net profit growth  33.4% 35.4% 18.8% 22.0% 20.7% 

Gross profit margin  45.1% 45.2% 46.0% 46.3% 46.5% 

EBIT margin  12.4% 12.9% 12.2% 11.9% 11.8% 

Net profit margin  10.4% 10.8% 10.2% 9.9% 9.8% 

ROAE  40.1% 46.2% 46.1% 47.2% 47.6% 

ROAA  29.6% 31.8% 31.4% 33.0% 33.3% 

Inventory turnover days 93 104 106 103 104 

Account receivable days 3 3 3 3 3 

Account payable days 29 37 39 37 38 

Net cash/ equity 38.8% 34.5% 30.7% 29.2% 33.4% 

Dividend Payout ratio 77.1% 71.4% 70.0% 70.0% 70.0% 

Dividend yield 2.3% 2.9% 3.4% 4.2% 5.0% 

        Source: Sa Sa, ABCI Securities estimates 
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       Consolidated Balance Sheet 

As of Mar31 (HK$mn) FY11A FY12A FY12E FY13E FY14E 

Non-current assets 316 471 594 646 672 

Property, plant and equipment 205 333 456 508 534 

Investment property 0 0 0 0 0 

Rental deposits and other assets 106 133 133 133 133 

Deferred income tax assets 5 5 5 5 5 

Current assets 1,560 1,996 2,153 2,674 3,256 

Inventories 802 1,191 1,332 1,731 2,029 

Trade receivables 48 70 82 106 122 

Prepayments, deposits and other receivables 91 136 149 164 180 

Time deposits 94 36 0 0 0 

Cash and cash equivalents 524 563 590 673 924 

Total assets 1,877 2,467 2,747 3,320 3,928 

Current liabilit ies 506 808 793 984 1,136 

Trade and bill payables 254 451 475 634 751 

Other payables and accruals 200 289 318 350 385 

Income tax payable 51 68 0 0 0 

Non-current liabilit ies 18 28 28 28 28 

Retirement benefit obligations 4 3 3 3 3 

Deferred income tax liabilities 0 4 4 4 4 

Other payables 14 21 21 21 21 

Share capital 280 281 281 281 281 

Reserves 1,072 1,349 1,644 2,026 2,482 

Total Equity 1,353 1,631 1,926 2,308 2,764 

Book value per share (HK$) 0.479 0.577 0.681 0.816 0.978 

      Source: Sa Sa, ABCI Securities estimates 

       

Consolidated Cash Flow Statement 

Yr to Mar31 (HK$mn) FY10A FY11A FY12E FY13E FY14E 

Profit before tax  614 835 993 1,212 1,463 

Depreciation of property, plant and equipment 79 117 166 228 254 

Finance income (5) (6) (7) (8) (9) 

Others 4 8 0 0 0 

Change in working capital (156) (190) (112) (248) (179) 

Income tax paid (92) (124) (242) (212) (256) 

Operating cash flow 443 639 799 972 1,274 

Purchases of PPE (137) (247) (290) (280) (280) 

Others 172 65 43 8 9 

Investing cash flow 35 (182) (247) (272) (271) 

Dividend paid (391) (436) (524) (618) (750) 

Others 28 14 0 0 0 

Financing cash flow (363) (422) (524) (618) (750) 

Net increase in cash 115 36 27 82 252 

Cash balance at year end 524 563 590 673 924 

       Source: Sa Sa, ABCI Securities estimates 
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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. I 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. I and/or my associates have no financial interests in 
relation to the listed company (ies) covered in this report, and I and/or my associates 

do not serve as officer(s) of the listed company (ies) covered in this report. 

 
ABCI Securities Company Limited and/or its member companies (“ABCI”) may 

pursue financial interests to the companies mentioned in the report.” 

 

Definition of equity rating 

Rating  Definition  

Buy Stock return ≥ Market return rate 
Hold Market return – 6% ≤ Stock return < Market 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 
 

Definition of share price risk 

Rating  Definition  

Very 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. 
Volatility 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. 
 
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 
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 
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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 
 
 

 


