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EEKA Fashion | 03709.HK COMPANY UPDATE

Unable to meet the expectation of dual engines H F NGO, Brian, CFA
STOCK RATING TARGET PRICE SENIOR ANALYST
BUY HK$ 12.42 brianngo@westbullsec.com.hk

Strong headwind in 2024 1H: EEKA Fashion (03709.HK) announced a RMB 3.3bn revenue in 2024 1H, +852 3896 2965
maintaining flat when compared to last year. The retail sales in China remained stagnant in Q2, and the 2701 — 2703, 27/F Infinitus Plaza, 199 Des Voeux Rd

uncertain macro environment continued to bring a challenging time to EEKA Fashion (03709.HK). The Central, Sheung Wan, HK

consumption downgrade and polarization in China became more severe, and customers became more EEKA Fashion (03709.HK)

conservative, affecting mid-to-high-end local brands like EEKA Fashion (03709.HK). It, thus, resulted in a Stock Rating (Previous Rting) BUY @uy)

growth in i) higher-end brands like La Koradior and NEXY, and ii) lower-end brands like FUUNNY FEELLN, Target Price (Previous TP) HK$ 12.42 (ks 16.78)

but a retreat in the other mid-to-high-end brands. Current Price HK$ 8.6
52-Week Range HK$ 8.46 — HK$ 14.78

Further adjustment in the distribution channels: The number of stores dropped to 1,912, and both stores Market cap. (HKD, bn) HK$ 6.1

operated by the Group and wholesalers declined when compared to the last year-end. Although the

Group kept replacing the small stores with bigger stores, the waning demand slashed the capability for RMB, mn 23(A) 24(E) 25(E) 26(E)
cross-selling. The stores in department stores accounted for 65% of the total number of stores, and it is Revenue 69123 68253 73247  7,9580
the major sales channel of the primary brand, Koradior. Unfortunately, the performance of the stores in Gross Profit 52050 51860 55633 60409
department stores was weak, more stores will further be replaced by the stores in shopping malls which Gross Margin 75.3% 760%  76.0% 75.9%
single-store sales kept improving in the past years. Net Profit 832.6 536.8 6741 888.2

EPS 1237 0.769 0.967 1.276

Surprising performance in the gross margin: We are surprised to see an increase in gross margin, the

gross margin of the wholesale and e-commerce business soared to 74.2% and 61.1% respectively, bringing Performance 1mth 3 mth 6 mth 1 year
the overall gross margin to 76.3%. An increment in the gross margin was primarily a result of successful Absolute 46%  -204%  -309%  -232%
procurement poHdes of NAERS|, NAERSILING and NEXY. Relative to HSI _4.4% -10.9% -36.3% -21.9%
16.00
Dynamic adjustment in the promotional activities: EEKA Fashion (03709.HK) continued to build its branding 14.00
12.00
and to iterate its "affordable luxury” positioning, the promotional expenses in 2024 TH increased to 3.7% 1000
8.00
of total revenue, higher than the guidance of 3%. It was a mismatch due to the sudden turnaround in 6.00
400
2024, but the Group reiterated that the business development direction will not be modified due to the 200
N S eRERRCCRENESRELRS
short-term headwind. However, the input will be adjusted dynamically according to the China economy. o dissaddssdstedg

Unable to meet the expectation of dual engines: The Group was unable to adjust its inventory level and
promotional scheme in the sudden turnaround. The waning demand affects the directions of brand
building, small store replacement and diversification, resulting in a loss of growth momentum in the short
term. Although the stagnant market is not disastrous, the deceleration in the growth of profit and
dividends, and the uncertainties about future recovery lower the attractiveness of the Group. We, thus,

slash our estimations and the TP to HKD 12.42/share.
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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 415.5 6.2 - 0.6 15 262.6 50.0 10.4
00483.HK Bauhaus 95.5 68.8 - 0.6 0.5 193.0 742 07
00592.HK Bossini 269.1 - - 13 04 604.2 50.5 (136.6)
00709.HK Giordano 2,5373 9.1 9.2 12 07 3,873.0 58.4 127
00738.HK Le Saunda 275.3 - - 04 0.6 4402 62.5 (3.7)
01234.HK China Lilang 4,670.2 79 - 11 12 3,917.8 482 13.6
01749.HK Shanshan 102.7 3.0 - 0.4 0.1 1171.9 375 131
02030.HK Cabbeen 889.2 33.0 - 0.6 0.7 13141 43.0 1.6
03306.HK INBY 6,795.6 73 - 2.7 12 5,034.0 65.3 40.2
03998.HK Bosideng 44,3615 13.0 15 29 17 25,340.7 59.6 234
Average 6,041.2 185 104 1.2 0.9 42152 54.9 2.5)
03709.HK EEKA Fashion 6,054.8 8.0 6.9 13 0.8 7,641.9 75.3 15.6

Source: Bloomberg, West Bull Securities

Risk factors

The consumption downgrade and polarization become more severe, slashing the demand for local mid-to-high-end brands
Operating efficiency cannot be improved through a replacement of small stores

The difficulties of brand building increase in the market downturn

Unable to achieve diversification
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Financial Statement
PnL Balance Sheet
(RMB, mn) 2023 (A) 2024 (E) 2025 (E) 2026 (E) (RMB, mn) 2023 (A) 2024 (E) 2025 (E) 2026 (E)
Revenue 6,912.3 6,825.3 73247 7,958.0 PPE 661.5 680.4 689.7 685.8
YoY growth 22.1% -1.3% 7.3% 8.6% Others 2,818.7 2,7510 2,7237 2,780.4
COGS (1,707.3) (1,639.3) (1,761.4) (1,917.7) Non-current assets 3,480.1 3,4315 34134 3,466.3
Gross profit 5,205.0 5,186.0 5,563.3 6,040.9
Qther income 2371 128.6 16.2 1416 Inventories 1152.5 1,312.0 1,255.2 12157
Operating expenses (4,398.7) (4,614.9) (4,789.5) (5,032.7) Trade receivables 7174 691.5 7839 8458
Operating profit 10433 699.6 890.0 1149.8  Cash & cash equivalents 440.8 356.5 3785 3948
Finance expenses (48.7) (54.5) (57.7) (53.3) Others 12389 1m37 1,606.2 2,143
WV & Ass. - - - - Current assets 3,549.7 34736 4,023.8 4,599.4
Profit before tax 994.6 645.2 8322 1,096.5
Tax (162.0) (108.4) (158.1) (208.3) Total assets 7,029.8 6,905.1 74372 8,065.6
Net profit 832.6 536.8 674.1 888.2
YoY growth 121.8% -35.5% 25.6% 31.8% LT borrowings - - - -
Others 479.1 466.6 468.6 472.6
Non-current liabilities 4791 466.6 468.6 4726
Trade payables 4115 2212 290.3 3495
ST borrowings 513.8 599.8 486.0 3582
Others 1,064.0 881.5 961.4 1,009.2
Current liabilities 1,989.3 17024 17377 1,716.9
Total liabilities 2,468.4 2,169.1 2,206.3 2,189.6
Non-controlling interests (15.5) (7.6) 15 n7
Controlling interests 4,576.9 4,743.6 5,229.4 5,864.4
Total equities 4,561.4 4,736.0 5,230.8 5,876.0
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Cash Flow
Financial Ratio
(RMB, mn) 2023 (A) 2024 (E) 2025 (E) 2026 (E) 2023 (A) 2024 (E) 2025 (E) 2026 (E)
Profit before tax 994.6 645.2 832.2 1,096.5 Gross margin 75.3% 76.0% 76.0% 75.9%
Finance expenses 48.7 54.5 57.7 53.3 Operating margin 15.1% 10.3% 12.2% 14.4%
Finance income 2.7) (3.3) 2.7 2.9) Net profit margin 12.0% 7.9% 9.2% 1.2%
D&A 133.0 165.0 181.0 189.2  Adj. EBITDA profit margin 15.3% 11.5% 13.6% 15.5%
Others 605.8 471.7 702.4 602.3 Return on Equity 19.5% 11.5% 13.5% 16.0%
Change in working capital (210.2) (280.0) 375 8.6 Return on Asset 12.5% 7.7% 9.4% 11.5%
CFO 1,569.2 1,052.9 1,808.2 19471 Current ratio 178.4% 204.0% 231.6% 267.9%
Quick ratio 110.0% 113.2% 144.6% 180.0%
CAPEX (165.6) (183.9) (190.2) (185.4)  Cash ratio 22.2% 20.9% 21.8% 23.0%
Others (363.8) 204.9 (420.8) (495.4)  Debt-to-Equity ratio 1.3% 12.7% 9.3% 6.1%
CFI (529.4) 210 611.7) (680.7)  Net Debt-to-Equity ratio 1.6% 5.1% 2.1% -0.6%
Inventory turnover days 232.6 274.4 266.0 2352
Shares issuance - - - - Receivable turnover days 314 37.7 36.8 374
Net borrowings 834 86.0 (113.8) (127.8) Payable turnover days 93.6 70.4 53.0 60.9
Interest paid (13.9) (17.3) (21.0) (16.8)
Dividend paid (248.8) (448.2) (270.6) (340.3)
Others (781.2) (778.6) (769.7) (765.2)
CFF (960.5) (1,158.2) (1,175.1) (1,250.0)
FCFE 1,468.7 9327 14782 15422
FCFF 1397.0 860.7 1,609.0 1,683.5

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.



