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EEKA Fashion | 03709.HK 
Boosting sales is the number one priority 

STOCK RATING 

BUY 

  TARGET PRICE 

  HK$ 11.88 

EEKA Fashion (03709.HK) announced a profit warning, the Group is expected to record a <5% YoY 

decrease and a <45% YoY decline in the revenue and net profit respectively for the year ended Dec 2024. 

The retreat in the financial performance was higher than our estimates, implying that the Group faced a 

stronger headwind in 2024 2H. According to the announcement, the setback was caused by a series of 

factors, including a decline in product sales, an increase in marketing expenses and investments in 

advertising and store upgrades, intelligence collection, customer research, and product development. 

 

Strong headwind in 2024 2H: The market in 2024 2H remained stagnant, and the retail sales of garments 

in China recorded a slight retreat due to the high base in the same period of 2023. Additionally, the sales 

in the 2024 2H were especially disappointing because of the abnormally warm weather, resulting in a 

slashed demand for winter clothes with higher prices. On the other hand, the retail sales of department 

stores in China plunged 2.4% YoY, which was the dragger among all sales channels. As the department 

store is one of the most important sales channels of the primary brand, Koradior, which contributes more 

than 1/3 of total sales, Koradior was, thus, one of the draggers in FY 2024. 

 

A dilemma in marketing: EEKA Fashion (03709.HK) reiterated its “affordable luxury” positioning, and it 

continued to invest in marketing regardless of the short-term setbacks faced. Thus, it increased marketing 

expenses, which was one of the factors leading to a plunge in net profit. There may be slight adjustments 

in the promotional activities to contain the marketing expenses, but there may not be a significant change 

in the business direction in the short term, the Group will continue to develop the brands and boost sales. 

It is, thus, foreseeable that the marketing expenses will remain at 3% - 4% of total revenue. 

 

Other factors leading to a drop in profit: The Group announced an increase in the staff salary in 2024, and 

there were also expenses related to the share award scheme, resulting in more than RMB 100mn increase 

in the operating cost, according to our estimations. However, there will unlikely be an increase in salary 

and an aggressive share award scheme in the coming year. 

 

Boosting sales is the number one priority: It is positive to hear that the Group made progress in inventory 

management, stock clearance may not be a key issue to the Group in FY 2025. Additionally, the dividend 

payout may maintain the status quo and there may not be projects requiring further investment. However, 

there is limited room to improve the gross margin which level was historically high, and the Group will 

maintain an aggressive marketing strategy. Boosting sales will, therefore, be the priority of the Group. 

Based on the latest estimations, we cut the TP to HKD 11.88 per share. 

|   RESEARCH 

3 Feb, 2025 

COMPANY UPDATE 

H F NGO, Brian, CFA 

SENIOR ANALYST 

brianngo@westbullsec.com.hk 

+852 3896 2965 

2701 – 2703, 27/F, Infinitus Plaza, 199 Des Voeux Rd 

Central, Sheung Wan, HK 

EEKA Fashion (03709.HK) 

Stock Rating (Previous Rating) BUY (BUY) 

Target Price (Previous TP) HK$ 11.88 (HK$ 12.42) 

Current Price HK$ 8.61 

52-Week Range HK$ 7.92 – HK$ 14.04 

Market cap. (HKD, bn) HK$ 6.1 

 

RMB, mn 23(A) 24(E) 25(E) 26(E) 

Revenue 6,912.3  6,606.9  7,209.7  7,958.0  

Gross Profit 5,205.0  5,015.3  5,475.1  6,040.9  

Gross Margin 75.3% 75.9% 75.9% 75.9% 75.8% 

Net Profit 832.6  485.2  552.9  705.3  

EPS 1.237  0.695  0.792  1.012  

 

Performance 1 mth 3 mth 6 mth 1 year 

Absolute 0.1% 1.9% -3.8% -35.7% 

Relative to HSI -0.4% 3.8% -22.5% -62.3% 
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Peers comparison 

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

  (HKD, mn) (X) (X) (X) (X) (HKD, mn) (%) (%) 

00210.HK Daphne 494.6  5.8    -   0.7  1.6  262.6  50.0  12.8  

00483.HK Bauhaus 79.4   -   -  0.5  0.4  193.0  74.2  (2.9) 

00592.HK Bossini 352.2   -   -  2.2  0.6  604.2  50.5  (76.2) 

00709.HK Giordano 2,488.9  8.9  9.1  1.2  0.6  3,873.0  58.4  12.7  

00738.HK Le Saunda 190.6   -   -  0.3  0.5  440.2  62.5  (8.0) 

01234.HK China Lilang 4,789.9  8.3   -  1.1  1.2  3,917.8  48.2  13.6  

01749.HK Shanshan 124.1  3.4   -  0.5  0.1  1,171.9  37.5  13.7  

02030.HK Cabbeen 902.6  34.1   -  0.6  0.8  1,314.1  43.0  1.9  

03306.HK JNBY 8,580.1  9.2   -  3.7  1.5  5,670.0  66.3  40.9  

03998.HK Bosideng 43,493.0  11.5   -  2.9  1.5  25,340.7  59.6  25.9  

 Average 6,149.5  11.6  9.1  1.4  0.9  4,278.8  55.0  3.4  

          

03709.HK EEKA Fashion 6,061.9  8.1 8.8 1.3  0.8  7,641.9  75.3  15.6  

Source: Bloomberg, West Bull Securities 

 

Risk factors 

◼ The consumption downgrade slashes the demand for local mid-to-high-end brands 

◼ Operating efficiency cannot be improved through a replacement of small stores 

◼ The gloomy market limits the effectiveness of marketing 

◼ Unable to maintain the dividend payout ratio 
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Financial Statement 

PnL 

(RMB, mn) 2023 (A) 2024 (E) 2025 (E) 2026 (E) 

Balance Sheet 

(RMB, mn) 2023 (A) 2024 (E) 2025 (E) 2026 (E) 

Revenue 6,912.3  6,606.9  7,209.7  7,958.0  PPE 661.5  680.4  689.7  685.8  

   YoY growth 22.1% -4.4% 9.1% 10.4% Others 2,818.7  2,749.0  2,723.2  2,780.4  

COGS  (1,707.3) (1,591.6) (1,734.6) (1,917.1) Non-current assets 3,480.1  3,429.5  3,412.9  3,466.3  

Gross profit 5,205.0  5,015.3  5,475.1  6,040.9       

Other income 237.1  128.6  126.3  137.4  Inventories 1,152.5  972.6  1,040.4  1,164.4  

Operating expenses  (4,398.7) (4,548.0) (4,861.3) (5,254.8) Trade receivables 717.4  646.4  805.8  823.9  

Operating profit 1,043.3  595.9  740.2  923.5  Cash & cash equivalents 440.8  491.9  536.4  582.5  

Finance expenses  (48.7) (54.5) (57.5) (52.8) Others 1,238.9  1,269.5  1,512.7  1,736.6  

JV & Ass. - -    -    -    Current assets 3,549.7  3,380.5  3,895.3  4,307.4  

Profit before tax 994.6  541.4  682.6  870.7       

Tax  (162.0) (56.2) (129.7) (165.4) Total assets 7,029.8  6,809.9  7,308.2  7,773.7  

Net profit 832.6  485.2  552.9  705.3  110         

   YoY growth 121.8% -41.7% 14.0% 27.5% LT borrowings - - - - 

     Others 479.1  436.0  432.8  431.2  

     Non-current liabilities 479.1  436.0  432.8  431.2  

          

     Trade payables 411.5  202.7  300.9  338.8  

     ST borrowings 513.8  593.8  473.2  342.7  

     Others 1,064.0  888.6  1,008.3  1,039.2  

     Current liabilities 1,989.3  1,685.1  1,782.4  1,720.8  

          

     Total liabilities 2,468.4  2,121.2  2,215.2  2,152.0  

          

     Non-controlling interests  (15.5) (8.4) (0.2) 9.0  

     Controlling interests 4,576.9  4,697.2  5,093.2  5,612.7  

     Total equities 4,561.4  4,688.8  5,093.0  5,621.7  
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Cash Flow 

(RMB, mn) 2023 (A) 2024 (E) 2025 (E) 2026 (E) 

Financial Ratio 

2023 (A) 2024 (E) 2025 (E) 2026 (E) 

Profit before tax 994.6  541.4  682.6  870.7  Gross margin 75.3% 75.9% 75.9% 75.9% 

Finance expenses 48.7  54.5  57.5  52.8  Operating margin 15.1% 9.0% 10.3% 11.6% 

Finance income  (2.7) (3.3) (3.7) (4.1) Net profit margin 12.0% 7.3% 7.7% 8.9% 

D&A 133.0  165.0  181.0  189.2  Adj. EBITDA profit margin 15.3% 10.3% 11.6% 12.7% 

Others 605.8  867.3  601.7  491.9  Return on Equity 19.5% 10.5% 11.3% 13.2% 

Change in working capital  (210.2) 260.4) 11.8  21.2  Return on Asset 12.5% 7.0% 7.8% 9.4% 

CFO 1,569.2  1,364.3  1,531.1  1,621.8  Current ratio 178.4% 200.6% 218.5% 250.3% 

     Quick ratio 110.0% 129.9% 145.4% 166.0% 

CAPEX  (165.6) (183.9) (190.2) (185.4) Cash ratio 22.2% 29.2% 30.1% 33.9% 

Others  (363.8) 34.9  (140.7) (199.6) Debt-to-Equity ratio 11.3% 12.7% 9.3% 6.1% 

CFI  (529.4) (149.0) (330.9) (384.9) Net Debt-to-Equity ratio 1.6% 2.2% -1.2% -4.3% 

-     Inventory turnover days 232.6  243.7  211.8  209.9  

Shares issuance - - - - Receivable turnover days 31.4  37.7  36.8  37.4  

Net borrowings 83.4  80.0  (120.6) (130.5) Payable turnover days 93.6  70.4  53.0  60.9  

Interest paid  (13.9) (17.3) (20.8) (16.3)      

Dividend paid  (248.8) (448.2) (244.7) (278.8)      

Others  (781.2) (778.6) (769.7) (765.2)      

CFF  (960.5) (1,164.1) (1,155.7) (1,190.7)      

          

FCFE 1,468.7  1,238.2  1,194.4  1,214.7       

FCFF 1,397.0  1,173.2  1,331.9  1,358.3       

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 

IQ, Refinitiv, Wind, Choice and 同花順. 

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. 


