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More than a knitwear supplier H F NGO, Brian, CFA

STOCK RATING TARGET PRICE SENIOR ANALYST

NR HK$ - brianngo@westbullsec.com.hk

More than a knitwear supplier: +852 3896 2965

B Established in 1990, Nameson (01982.HK) has participated in the knitwear manufacturing | 2701 — 2703, 27/F, Infinitus Plaza, 199 Des Voeux Rd
business for decades, and it is the major business contributing approximately 79.7% of | Central, Sheung Wan, HK

total revenue to the Group. It achieved revenue of 29.2mn pieces of knitwear products Nameson (01982.HK)

for the fiscal year ended Mar 2023, and, supported by the increasing raw material costs, Stock Rating NR
the ASP of knitwear products also rallied from HKD 110.4 per piece for the fiscal year Target Price HKS -
ended Mar 2022 to HKD 125.6 per piece for the fiscal year ended Mar 2023. Current Price HK$ 0.45
B Nameson (01982.HK) produced approximately 780 tons of cashmere yarn for the fiscal 52-Week Range HK$ 0.375 - 0.540
year ended Mar 2023, and, generally speaking, more than half of the cashmere yarn Market cap. (HKD, bn) HK$ 1.0

produced is sold to external customers. The Group recorded HKD 543.7mn revenue from

the sales of cashmere yarn for the fiscal year ended Mar 2023, accounting for about HKD, mn 2019/ 2020/ 2021/ 2022/
11.8% of total revenue. 200 210 2(4) 23(A

B Nameson (01982 HK) tried to diversify into the fabric in Vietnam, and the trial production Revenue 4,480.7 3,8486 4,0405 4,602.3
was completed in 2022 Q2. As at the end of Mar 2023, the designed annual production Gross Profit 6901 7014 7061 7455
capacity was about 30mn pounds. Gross Margin 154%  182%  17.5%  162%

Net Profit 1515 2984 2756 1583

A supplier of leading players: Nameson (01982.HK) has built a business relationship with ROE 73%  132% 0% 62%

Uniglo for more than 2 decades, and Uniglo is a key customer contributing nearly half of the

total revenue to the Group. Apart from half of the revenue contributed by Uniglo, the 2nd Performance imth  3mth  6mth  1year
to 5th largest customers accounted for approximately 20% of total revenue. According to Absolute 62%  -89%  -124%  217%
the customer concentration ratio, disclosures and the geographical breakdown of the total Relative to Sl -104%  -5.7% 4% 255%

revenue of the Group, it is expected that key customers are multi-national companies like
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Myanmar. As at the end of Mar 2023, the factory in Vietnam had a GFA of >130k sq. m., and
it employed over 8,000 employees and manufactured more than half of the knitwear
products for the fiscal year ended 31 Mar 2023. The Group intended to further expand the
factory in Vietnam to satisfy the ballooning demand for knitwear products produced outside

China. Besides. the construction of the factory in Myanmar has almost been completed, the

Group is actively communicating with customers and trying to complete the trial production.
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Investment Thesis

More than a knitwear supplier

B A primary player in knitwear products

Established in 1990, Nameson (01982.HK) has participated in the knitwear manufacturing

business for decades, and it is the major business contributing approximately 79.7% of total

revenue to the Group.

Exhibit: Revenue generated from the knitwear manufacturing business and the % contribution
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Nameson (01982 .HK) achieved a sales of 29.2mn pieces of knitwear products for the fiscal year

ended Mar 2023, which growth is nearly flat when compared to the previous fiscal year, and,

supported by the increasing raw material costs, the ASP of knitwear products also rallied from

HKD 110.4 per piece for the fiscal year ended Mar 2022 to HKD 125.6 per piece for the fiscal

year ended Mar 2023.

Exhibit: Sales breakdown of knitwear products and the ASP of knitwear products
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B Growing contribution from the cashmere yarn
Nameson (01982.HK) formed a JV in 2018 and operated a cashmere yarn spinning facility in
China. As at the end of Mar 2023, the production capacity of cashmere yarn of the Group was

900 tons per year.

Exhibit: The cashmere yarn spinning facility of Nameson (01982.HK)

Source: Company data

Nameson (01982.HK) produced approximately 780 tons of cashmere yarn for the fiscal year
ended Mar 2023, and, generally speaking, more than half of the cashmere yarn produced is
sold to external customers. The Group recorded HKD 543.7mn revenue from the sales of

cashmere yarn for the fiscal year ended Mar 2023, accounting for about 11.8% of total revenue.

W Exploration of fabric business
Nameson (01982.HK) tried to diversify into the fabric business (incl. the weaving, printing and
dyeing of fabrics) in Vietnam, and the trial production was completed in 2022 Q2. As at the end
of Mar 2023, the designed annual production capacity was about 30mn pounds. However, the
utilization rate remained low and the production is ramping up slowly due to the weak end
demand, it is expected that the Group has to take about 2 — 3 years for production ramp-up to

achieve break-even.
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A supplier of leading players

B Close business relationship with Uniglo
Nameson (01982.HK) has built a business relationship with Uniglo for more than 2 decades, and
Uniglo is a key customer contributing nearly half of the total revenue to the Group. Nameson
(01982.HK) primarily provides Uniglo with traditional knitwear sweaters as well as wholegarment

products.

Exhibit: Revenue contributed by Uniglo and the % of total revenue
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Wholegatment is an advanced technology reducing about 30% of material wastage and 50%
of lead time, and the number of labour required and hence labour cost is lower due to the
elimination of the linking process. Besides, the equipment for wholegarment sweaters
production is approximately 10x of traditional knitwear production machines. Nameson
(01986.HK) invested heavily in this advanced technology and sells the majority of wholegarment
sweaters produced to Uniglo, reflecting the business relationship with Uniglo is much closer

than other customers.

As a Japanese company’s supplier of particular products, knitwear sweaters and wholegarment
products, for decades, we believe that the business relationship between Nameson (01982.HK)
and Uniglo is strong. Given no special issues, it is expected that the cooperation between the

two companies will remain status quo.
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B Growing top-tier customers
Apart from half of the revenue contributed by Uniglo, the 2" to 5™ largest customers accounted
for approximately 20% of total revenue. According to the customer concentration ratio,
disclosures and the geographical breakdown of the total revenue of the Group, it is expected
that key customers are multi-national companies like Tommy Hilfiger, Calvin Klein, Land's End

etc.

Exhibit: CR1, CR2 — CR5 of Namson (01982.HK)
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Exhibit: Geographical breakdown of the total revenue of Namson (01982.HK)
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Source: Company data, West Bull Securities

Besides, we are excited to hear that the Group successfully gets into the supply chain of two
major sportswear companies in the US, we believe that the availability of top-tier customers is
one of the key factors determining the sustainability of a supplier without private labels. It is a
positive signal that i) the product quality of the Group remains stable and good enough to gain
the top-tier customers targeting the mass market, ii) the utilization rate and hence the profit
margin can be sustained due to the relatively regular and bulk orders from the top-tier

customers.
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Expansion of global footprint

Apart from the factories in China, Nameson (01982.HK) expands its global footprint in both Vietnam

and Myanmar.

® China
Nameson (01982.HK) has a factory in Huizhou and a factory in Hebei for the production of

knitwear products and cashmere yarn respectively.

H Vietham
As at the end of Mar 2023, the factory in Vietnam had a GFA of >130,000 sg. m., and it employed
over 8,000 employees and manufactured more than half of the knitwear products for the fiscal
year ended 31 Mar 2023. The Group intended to further expand the factory in Vietnam to satisfy

the ballooning demand for knitwear products produced outside China.

The fabric factory also locates in Vietnam with an annual production capacity of 30mn pounds.

Despite a temporary headwind, the fabric business may be one of the key directions.

B Myanmar
The construction of the factory in Myanmar has almost been completed but an impairment loss
of HKD 243.4mn (more than half of the total investment incurred) was recognized for the fiscal

year ended Mar 2023 due to the delay of trial production.

The impairment loss in the investment in Myanmar, in our opinion, is not a replication of the "V.
Success Incidence’, it doesn't involve any dilution as well as related transaction. The Group is
actively communicating with customers and trying to complete the trial production in the

coming year.
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Risk Factors

Appreciation of RMB against USD

Given i) little bargaining power on the choice of raw materials, ii) the payment in RMB for the raw
material iii) a higher correlation between the raw materials and the selling price, an appreciation

against RMB to USD does squeeze the profit margin of the Group.

The pressure brought by the depreciation expenses

Nameson (01982 .HK) intends to i) expand the production capacity of knitwear products in Vietnam
to satisfy the demand for knitwear products produced outside China, ii) expand the production
capacity of fabric in Vietnam, iii) produce knitwear products in Myanmar. It means that part of the
production capacity will be relocated abroad, and the depreciation expenses from the existing
equipment in China, as well as the additional equipment in Vietham and Myanmar, may bring

pressure to the Group in the short term.

Ballooning borrowing costs

The hiking interest environment doesn't favour the operation of Nameson (01982.HK) whose debt-
to-equity ratio was 37.8%, an increase in the benchmark interest rate led to an increment in
borrowing costs. According to the annual report of the Group, the weighted average effective
interest rate rallied from 1.75% for the fiscal year ended 31 Mar 2022 to 4.63% for the fiscal year
ended 31 Mar 2023.

Moreover, the de-leveraging process is expected to decelerate due to the investment abroad.
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Peers comparison

Mkt. Cap. P/E Fw. P/E P/B P/S Revenue GM ROE

(HKD, mn) (o (o (o ® (HKD, mn) (%) (%)
02232 HK Crystal Intl 7,759.7 58 56 07 04 19,505.8 18.6 131
02313 HK Shenzhou Intl 115,898.4 235 231 35 39 32,3497 221 15.6
02368.HK Eagle Nice 2,466.2 84 - 15 06 4,0511 18.7 17.7
Average 22,0414 26 144 1.9 16 18,6355 19.8 155
01982.HK Nameson 1,025.7 76 - 05 02 4,602.3 16.2 58

Source: Bloomberg, West Bull Securities
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Financial Statement
PnL Balance Sheet
(HKD, mn) 2019/20 (A) 2020721 (A) 2021/22 (A)  2022/23 (A)  (HKD, mn) 2019/20 (A) 2020721 (A) 2021/22 (A)  2022/23 (A)
Revenue 4,480.7 3,8486 4,040.5 4,602.3 PPE 15157 1,770.8 2,1311 1,780.4
YoY growth 2.8% -14.1% 5.0% 13.9% Others 12692 1,098.5 640.0 601.8
COGS (3,790.6) (3,147.1) (3.334.4) (3,856.8) Non-current assets 2,784.9 2,869.4 2,77.2 2,3823
Gross profit 690.1 7014 706.1 745.5
Other income 43.7 48.1 19.5 1254 Inventories 806.5 7216 11612 10320
Operating expenses (497.5) (381.9) (386.2) (629.2) Trade receivables 164.0 143.9 146.2 1327
Operating profit 236.4 367.6 3394 2417 Cash & cash equivalents 7131 7932 610.7 717.0
Finance expenses, net (62.8) (33.0) (21.2) (33.0) Others 357.9 127.6 1249 165.1
WV & Ass. 08 0.1 08 0.7 Current assets 2,0414 1,786.2 2,043 2,046.8
Profit before tax 174.4 3347 319.0 209.4
Tax (22.8) (36.3) (43.4) (511 Total assets 4,826.4 4,655.6 4,8143 4,4291
Net profit 151.5 2984 275.6 158.3
YoY growth -150.4% 96.9% -7.6% -42.6% LT borrowings 11361 343.0 935.6 5309
Others 2919 15.5 54.1 88.1
Non-current liabilities 1428.0 458.5 989.7 619.0
Trade payables 390.4 314.4 4159 3634
ST borrowings 371.6 881.3 254.5 405.8
Others 5397 5853 551.2 563.2
Current liabilities 13017 17810 12216 13324
Total liabilities 2,729.8 2,239.5 2214 19514
Non-controlling interests 122.7 174.9 194.5 202.6
Controlling interests 1974.0 2,241.2 2,408.4 2,275.1
Total equities 2,096.6 2,416.1 2,602.9 24777
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Cash Flow
Financial Ratio
(HKD, mn) 2019/20 (A 2020/21 (A) 2021722 (A)  2022/23 (A) 2019/20 (A 2020/21 (A 2021722 (A)  2022/23 (A)
Profit before tax 1744 3347 319.0 209.4  Gross margin 15.4% 18.2% 17.5% 16.2%
Finance expenses 68.6 359 239 43.2 Operating margin 53% 9.6% 8.4% 5.3%
Finance income (5.7) (2.9) 2.7 (10.1) Net profit margin 3.4% 7.8% 6.8% 3.4%
D&A 150.8 1264 146.4 196.9  Adj. EBITDA profit margin 10.5% 12.6% 12.0% 13.4%
Others 87.6 929 353 1406 Return on Equity 73% 13.2% 1.0% 6.2%
Change in working capital 400.7 262.4 (277.9) 133 Return on Asset 3.2% 6.3% 5.8% 3.4%
CFO 876.3 8493 2440 5932  Current ratio 156.8% 100.3% 167.2% 153.6%
Quick ratio 94.9% 59.8% 722% 76.2%
CAPEX (307.4) (273.0) (97.3) (10.1)  Cash ratio 54.8% 44.5% 50.0% 53.8%
Others (1) 29 6.9 101 Debt-to-Equity ratio 71.9% 50.7% 45.7% 37.8%
CFI (308.5) (270.3) (90.4) 00  Net Debt-to-Equity ratio 37.9% 17.8% 22.3% 8.9%
Inventory turnover days 923 88.6 1031 103.8
Shares issuance - - - - Receivable turnover days 12.5 4.7 131 11
Net borrowings 2.8) (283.4) (34.2) (253.4) Payable turnover days 338 409 40.0 36.9
Interest expenses - - - -
Dividend paid (98.0) (86.6) (123.1) (150.4)
Others (164.2) (139.1) (180.4) (80.0)
CFF (265.0) (509.2) (337.7) (483.8)
FCFE 566.1 292.8 125 329.8
FCFF 626.6 608.1 167.2 614.6

Source: Company data, West Bull Securities
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West Bull Securities is a dedicated small/mid cap stock brokerage house. Find our research on: Bloomberg, factset.com, Capital IQ, Refinitiv,

Wind, Choice, Hibor and [/Z/75/E

Ratings of West Bull Securities:
STRONG BUY - absolute upside of >50% over the next 12 months

BUY - absolute upside of >10% over the next 12 months
HOLD - absolute return of -10% to +10% over the next 12 months
SELL - absolute downside of >10% over the next 12 months

STRONG SELL - absolute downside of >50% over the next 12 months

Investors should assume that West Bull Securities is seeking or will seek investment banking or other related businesses with the

companies in this report.

Analyst certification: The views expressed in this report accurately reflect the analyst's personal views of the subject securities and that
the analyst has not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations

or views in this report.

Disclaimer:

This research report is not an offer to sell or the solicitation of an offer to buy or subscribe for any securities. The securities referred to
in this report may not be eligible for sale in some jurisdictions. The information contained in this report has been compiled by the
Research Department of West Bull Securities Limited (‘West Bull Securities’) from sources that it believes to be reliable but no
representation, warranty or guarantee is made or given by West Bull Securities Securities or any other person as to its accuracy or
completeness. All opinions and estimates expressed in this report are (unless otherwise indicated) entirely those of West Bull Securities
as of the date of this report only and are subject to change without notice. Neither West Bull Securities nor any other person, accepts
any liability whatsoever for any loss howsoever arising from any use of this report or its contents or otherwise arising in connection
therewith. Each recipient of this report shall be solely responsible for making its own independent investigation of the business, financial
condition and prospects of the companies referred to in this report. West Bull Securities and their respective officers, directors and
employees, including persons involved in the preparation or issuance of this report, may from time to time (1) have positions in, and buy
or sell, the securities of companies referred to in this report (or related investments); (2) have a consulting, investment banking or broking
relationship with any company referred to in this report; and (3) to the extent permitted under applicable law, have acted upon or used
the information contained or referred to in this report including effecting transactions for their own account in an investment (or related
investment) in respect of any company referred to in this report, prior to or immediately following its publication. This report may not
have been distributed to all recipients at the same time. This report is issued only for the information of and may only be distributed to
professional investors and dealers in securities and must not be copied, published, reproduced or redistributed (in whole or in part) by
any recipient for any purpose. Any recipient of this report who requires further information regarding any securities referred to in this

report should contact the relevant office of West Bull Securities located in such recipient’s home jurisdiction.

Copyright© West Bull Securities Limited. All rights reserved.
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