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Company Overview 
Le Saunda Holdings Limited (Le Saunda) is a Hong Kong-
listed footwear retailer that applies a vertically integrated 
business model with a focus on Hong Kong and China 
markets. As of 29th Feb 2012, the Company had a network 
of 921 retail outlets in the China, Hong Kong and Macau. 
Beside, Le Saunda also undertakes OEM business. 

FY2012 Annual Result Highlights 
 
- Revenue in 2012 was HK$1,545.0 million (2011: 
HK$1,319.9 million), increasing 17.1% y/y. 
 
- Gross Profit was HK$995.5 million (2011: HK$829.8 
million), up 20% y/y 
 
- Gross Profit Margin was 64.4% in 2012 (2011: 62.9%), 
stretching 1.5 percentage points 
 
- The total dividend per share is HK$13.7 cents, which is 
45% in terms of payout ratio 
 
- Strong financial position with net cash 0.66 per share, 
improving 21.9% y/y 
 
- Inventory was HK$433.2 million (2011: HK$386.9 million), 
increasing 12% y/y.  
 
- Deterioration in export business: the group has recorded a 
significant drop in the export business to HK$36.1 million 
from HK$115.3 million in 2012. The export business only 
accounted for less than 3% of the total revenue 
 
Summary 
Despite the well-flagged headwinds ahead, the Company is 
currently trading at P/E ratio of merely 6.62x, well below the 
industrial average. We recommend to hold inside the 
portfolio for diversification, as the Company is better valued 
than the industrial peers possessing upside potential should 
the market condition turn out better than expected. The 
current industrial average P/E is 14.41x and we forecast 
that the valuation gap will be contracted by 15%, implying a 
trailing P/E of 7.84x and target price of HK$2.38 with 17.2% 
upside potential. We forecast our 12-month target price of 
Le Saunda be to HK$2.38 with an “Accumulate” rating. 
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Operation Overview 
The revenue of the Company was made up of retail 
business and export business by which the retail business is 
the group’s major revenue contributor accounting for 97% of 
the total revenue. Hong Kong & Macau and Mainland china 
recorded double-digit increased in revenue which was 
24.2% and 25.4% respectively.   
 
Key Take Away from FY2012 Annual Result 
The management expressed that the underlying profit, which 
is used to measure the Company’s core business 
performance, merely grew by 1.7% with the effect of inflation 
and rise in labor cost. In order to secure a high profit margin 
and steady growth rate in terms of revenue and ASP, the 
Company will extent its existing mid-to-high end business to 
the range of high-end market with their new brand “Linea 
Rosa” to the china market and the Company will source raw-
material not only from external suppliers but also some high 
quality local suppliers for a better profit margin. Also, the 
Company will expand its business in the focus of the men’s 
footwear by targeting young and stylish executive that we 
see is differentiate to the market competitors targeting 
casual and/or classic footwear market segment. 
 
The management shares their view toward the market in the 
coming year amid the concern of the persisting raise in labor 
and rental costs and the waning consumption due to the 
EURO and U.S. economic woe. However, they saw China 
as a bright market that they believed consumers in china 
market with strong purchasing spree will bolster its revenue.  
 
From our point of view, we are wary about the consumption 
trend in the coming year. With all the uncertainties abroad, 
sluggish stock and housing market internally would also 
affect the wealth effect of consumer and particularly harmful 
to higher-end consumer sector. Exporting business had 
literally diminished to a level we can treat Le Saunda a 
sheer retailer which spikes the operating risk if the retail 
business does not go well.  
 
Le Saunda’s financial position remains solid, cash per share 
was HKD 0.66 and NAV per share was HK$1.87. The 
Company is currently trading at HK$2.03 with trailing 
dividend yield of 6.82%, which makes it defensive enough to 
resist further tumble in share price. 
 
The management of Le Saunda did not impress us during 
the presentation. They admitted that it is hard maintain the 
growth momentum as previous good years. However, they 
are satisfied with the gross margin (64.4%) and should not 
have problem to maintain this figure. What they will be 
concentrating this year is cost cutting and shutting down 
underperforming stores. However, they did not elaborate 
how they are going to implement the strategy in details. 
Some new stores will be opened and by the end of the year, 
the number of stores would increase about 5% y/y. We 
doubt if FY2013 will be a good time to expand further. 
 
 

Summary 
Despite the well-flagged headwinds ahead, the Company is 
currently trading at P/E ratio of merely 6.62x, well below the 
industrial average. We recommend to hold inside the 
portfolio for diversification, as the Company is better valued 
than the industrial peers possessing upside potential should 
the market condition turn out better than expected. The 
current industrial average P/E is 14.41x and we forecast that 
the valuation gap will be contracted by 15%, implying a 
trailing P/E of 7.84x and target price of HK$2.38 with 17.2% 
upside potential. We forecast our 12-month target price of 
Le Saunda be to HK$2.38 with an ` Accumulate ` rating. 
 

    
Sources: Phillip, Thomson Reuters 
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 
We do not base our recommendations entirely on the above quantitative return bands.  We consider qualitative factors like (but not limited 
to) a stock's risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and 
speculative undertones surrounding the stock, before making our final recommendation 
 
GENERAL DISCLAIMER 
This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree 
to be bound by the terms and limitations set out below.  
 
This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be 
liable for any direct or consequential loss arising from any use of material contained in this publication.  
 
The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are 
unreliable and any analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are 
based on such information and are expressions of belief only. Phillip Securities has not verified this information and no representation or 
warranty, express or implied, is made that such information or Research is accurate, complete or verified or should be relied upon as such. 
Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not have any responsibility 
to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no 
event will Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of 
the information or Research made available, even if it has been advised of the possibility of such damages.  
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are 
subject to change at any time without prior notice.  
 
This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or 
particular needs of any particular person. The products mentioned in this material may not be suitable for all investors and a person 
receiving or reading this material should seek advice from a financial adviser regarding the suitability of such products, taking into account 
the specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of 
such products. 
This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and 
exercise of judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular 
transaction nor a representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be 
aware that many of the products which may be described in this publication involve significant risks and may not be suitable for all 
investors, and that any decision to enter into transactions involving such products should not be made unless all such risks are understood 
and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained 
herein with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.  
 
Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase 
securities mentioned in this research should take into account existing public information, including any registered prospectus in respect of 
such security. 
 
Disclosure of Interest 
Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the 
listed corporation covered in this report. 
Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor 
any financial interest of 1% or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities 
serves as an officer of the listed corporation. 
 
Availability 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any 
jurisdiction or country where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which 
would subject Phillip Securities  to any registration or licensing or other requirement, or penalty for contravention of such requirements 
within such jurisdiction. 
 

© 2012 Phillip Securities (Hong Kong) Limited 

Total Return Recommendation Rating Remarks 
>+20% Buy 1 >20% upside from the current price 

+5% to +20% Accumulate 2 +5% to +20%upside from the current price 
-5% to +5% Neutral 3 Trade within  ± 5% from the current price 
-5% to -20% Reduce 4 -5% to -20% downside from the current price 

<-20% Sell 5 >20%downside from the current price 
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