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EEKA Fashion | 03709.HK COMPANY UPDATE

Convincing performance as expected, reiterate "BUY” H F NGO, Brian, CFA
STOCK RATING TARGET PRICE SENIOR ANALYST
BUY HK$ 16.78 brianngo@westbullsec.com.hk

EEKA Fashion (03709.HK) announced a positive profit alert that the Group is expected to record a +852 3896 2965
YoY >20% growth in revenue and a YoY >120% increase in the bottom-line, in line with our | 2701 — 2703, 27/F Infinitus Plaza, 199 Des Voeux Rd

estimations. The growth was attributable to i) the growth of product sales across various channels, Central, Sheung Wan, HK

ii) product improvement and iii) optimization of the operations. EEKA Fashion (03709.HK)

Stock Rating (Previous Rating) BUY @uy)
Growth of product sales across various channels: According to the National Bureau of Statistics, the Target Price (previous TP) HK$ 16.78 (ks 16.78)
retail sales of garments recorded a YoY 15.4% growth in 2023, the growth was especially significant Current Price HK$ 14.60
in Q4. The strong recovery brought EEKA Fashion (03709.HK) a convincing performance, and, more 52-Week Range HK$ 8.90 — HK$ 15.48
importantly, brought confidence to the Group and the distributors after a long period of inventory Market cap. (HKD, bn) HK$ 10.3

clearance. We believe that the distributors will be more aggressive than last year in the 2024 1H

trade fairs, but we need more evidence to be more optimistic due to the uncertain macro RMB, mn 22(A) 23(F) 24(F) 25(E)
environment. Revenue 5,663.4 7116 78883 85061

Gross Profit 42544 53879 59812 64451
Product improvement: EEKA Fashion (03709.HK) optimized its product mix through i) an increase Gross Margin 751%  758%  758%  75.8%
in the proportion of classic-style products, and ii) the enhancement of brand identity. The Net Profit 375.4 882.1 9715 1,050.4
introduction of classic products helps i) improve brand recognition, ii) optimize the inventory EPS 0.565 1250 1377 1.489
structure and iii) mitigate the risks brought by the change in fashion trends. Thanks to the decent P/S 11 0.9 0.8 0.8
progress of inventory clearance in the past year, we believe that there is still room for further P/E 16.0 10.6 8.7 72
improvement. ROE 95%  20.4% 19.8% 19.3%
Optimization of the operations: It is positive to hear, again, that EEKA Fashion (03709.HK) benefits Performance 1mth  3mth  6mth 1year
from the optimization of its operations, we believe that optimization was driven by a replacement Absolute 3.0% 37%  13.0%  45.5%
of smaller stores with larger stores. Replacement of smaller stores may remain the primary strategy Relative to HS| 3.7% 1.3% 323% 74.6%

in the coming year, leaving an insignificant change to the number of retail stores in 2024. Besides,

16.00
when compared to the previous target, ~150sq.m., the Group is trying to open even bigger stores, 14.00
12,00
~200sg.m., with higher efficiency, increasing the possibility for cross-selling and reducing the staff 10.00
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FY performance, in line with our estimates. We expect that the Group will continue to deliver steady
organic growth and the dividend payout ratio will likely remain attractive in FY 2024 due to the
unchanged business planning, the stable performance and payout ratio make it an attractive stock

in the Hong Kong stock market. We, thus, maintain the TP at HKD 16.78/share, reiterating "BUY".
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Peers comparison

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

(HKD, mn) *) * *) & (HKD, mn) (%) (%)
00210.HK Daphne 3779 59 - 0.6 13 199.8 57.2 99
00483.HK Bauhaus 1433 33 - 09 07 196.6 76.3 29.1
00592.HK Bossini 418.7 - - 10 0.6 585.2 46.7 -75.0
00709.HK Giordano 33245 9.0 - 14 0.8 3799.0 56.5 15.8
00738.HK Le Saunda 282.4 - - 04 0.6 476.5 65.2 -6.1
01234.HK China Lilang 5017.5 10.0 - 12 15 35937 46.0 12.0
01749.HK Shanshan 68.0 2.3 - 03 0.1 1026.1 438 12.2
02030.HK Cabbeen 6753 - - 0.5 0.5 1379.9 428 -6.5
03306.HK INBY 5291.2 7.6 - 2.5 11 5034.0 65.3 339
03998.HK Bosideng 39380.5 15.5 - 3.0 2.0 191913 59.5 19.7
06116.HK La Chapelle 136.9 - - - 0.6 230.4 68.8 -
Average 5010.6 7.7 - 1.2 0.9 3246.6 571 45
03709.HK EEKA Fashion 102791 16.0 1.3 2.3 1.5 6594.7 751 14.0

Source: Bloomberg, West Bull Securities

Risk factors

u The uncertain economic outlook lowers the demand for mid-high-end products, slashing the growth potential for the high-
end brands of EEKA Fashion (03709.HK)

u The strong growth of the retail sales of garments in China in 2023 Q4 is not sustainable

u EEKA Fashion (03709.HK) cannot find the next growing driver after a successful internal improvement and development of a
multi-brand strategy

u The brands under EEKA Fashion (03709.HK) cannot successfully build brand identity
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Financial Statement
PnL Balance Sheet
(RMB, mn) 2022 (A) 2023 (E) 2024 (B) 2025 (E) (RMB, mn) 2022 (A) 2023 (E) 2024 (E) 2025 (E)
Revenue 5663.4 7,116 7,888.3 8,506.1 PPE 684.5 683.5 705.8 ms3
YoY growth -10.9% 25.6% 10.9% 7.8% Others 2,9387 2,895.9 2,948.0 2,992.6
COGS (1,409.0) (1,723.8) (1,907.1) (2,061.0) Non-current assets 3,623.1 3,579.5 3,653.8 3,704.0
Gross profit 4,254.4 5387.9 5,981.2 6,445.1
Qther income 127.5 1412 126.1 115.4 Inventories 1,024.0 1,016.5 1,075.8 1172.8
Operating expenses (3,858.5) (4,385.5) (4,848.6) (5,211.4) Trade receivables 4722 581.8 667.4 705.0
Operating profit 5234 1143.6 1,258.6 1.349.2 Cash & cash equivalents 3615 596.0 1,055.1 1,505.0
Finance expenses (56.3) (54.6) (59.3) (52.4) Others 776.9 1304.4 1,3211 1,346.1
JV & Ass. 2.7) - - - Current assets 2,634.6 3,498.6 4194 4,728.9
Profit before tax 464.4 1,089.0 1199.4 1,296.8
Tax (88.9) (206.9) (227.9) (246.4) Total assets 6,257.7 7,0781 77732 8,432.8
Net profit 3754 8821 971.5 1.050.4
YoY growth -33.2% 135.0% 10.1% 8.1% LT borrowings 40.2 38.2 183 8.7
Others 581.1 579.0 601.6 622.3
Non-current liabilities 6213 617.2 619.8 631.0
Trade payables 464.2 400.1 514.2 4879
ST borrowings 390.1 440.3 249.1 140.0
Others 794.5 980.7 1218.8 1437.0
Current liabilities 16489 18211 19822 2,065.0
Total liabilities 2,270.2 24383 2,602.0 2,696.0
Non-controlling interests (9.9 8.1 6.0 (3.7)
Controlling interests 3,9974 4,6479 5177.2 5,740.5
Total equities 39875 4,639.8 51712 5,736.8
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Cash Flow
Financial Ratio
(RMB, mn) 2022 (A) 2023 (E) 2024 (B) 2025 (E) 2022 (A) 2023 (E) 2024 (E) 2025 (E)
Profit before tax 464.4 1,089.0 1,199.4 1,296.8 Gross margin 75.1% 75.8% 75.8% 75.8%
Finance expenses 563 54.6 59.3 524 Operating margin 9.2% 16.1% 16.0% 15.9%
Finance income 4.7 0.7) (W) (2.0) Net profit margin 6.6% 12.4% 12.3% 12.3%
D&A 154.4 1729 185.2 193.2 Adj. EBITDA profit margin 12.0% 17.3% 17.3% 17.2%
Others 707.2 621.2 606.2 602.4  Return on Equity 9.5% 20.4% 19.8% 19.3%
Change in working capital 323.6 (122.2) 69.8 (56.6) Return on Asset 6.0% 13.2% 13.1% 13.0%
CFO 1701.8 18148 2,187 2,086.2  Current ratio 159.8% 192.1% 207.8% 229.0%
Quick ratio 93.1% 125.4% 142.7% 160.5%
CAPEX (170.3) (172.0) (207.6) (198.7) Cash ratio 21.9% 32.7% 53.2% 72.9%
Others (401.2) (422.0) 53.3 54.2 Debt-to-Equity ratio 10.8% 10.3% 5.2% 2.6%
CFI (571.5) (593.9) (154.2) (144.5) Net Debt-to-Equity ratio 1.7% -2.5% -15.2% -23.6%
Inventory turnover days 2559 216.0 200.2 199.1
Shares issuance - - - - Receivable turnover days 34.5 27.0 289 294
Net borrowings (74.9) 482 211.0) (118.7) Payable turnover days 86.6 915 87.5 88.7
Interest paid (18.9) (17.0) (19.5) (10.5)
Dividend paid (282.3) (229.8) (440.1) (484.7)
Others (893.7) (787.6) (834.7) (878.0)
CFF (1,269.8) (986.2) (1,505.4) (1,491.9)
FCFE 13525 1,669.0 1675.6 17534
FCFF 14427 1,634.6 1902.5 1,880.5

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, Reuters, factset.com, Capital

1Q, Refinitiv, Wind, Choice and /a17E/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.



