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Fig.1 Peers comparison
Market cap P/E P/E (Y+1) 3-year EPS ROE Div yield Net gearing
Name Ticker (HKD mn) (x) (x) CAGR (%) (%) (%) (%)
CHOW TAI FOOK 1929 HK 139,800 19.7 17.1 38.9 222 23 5.8
LUK FOOK HOLD 590 HK 14,845 9.4 8.9 36.2 25.7 43 -20.6
CHOW SANG SANG 116 HK 15,095 133 10.9 24.0 17.0 2.6 11.3
ORIENTAL WATCH 398 HK 1,193 9.0 16.1 -38.6 6.0 2.8 7.7
EMPEROR WATCH&J 887 HK 4,267 12.3 10.7 6.6 8.2 2.4 -14.3
Average: 12.7 12.7 134 15.8 2.9 -2.0
Source: PSR, Bloomberg
Fig.2 Product mix of Chow Tai Fook Fig.3 Costs as percentage of sales
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Fig.4 Historical P/E band
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Fig.5 Revenue projections

FYE MAR FY11 FY12 FY13 FY14E FY15E
Sales (HKD mn)

HK, Macau & Taiwan 15,571 24,555 27,126 37,834 45,269
Mainland China 19,472 32,016 30,308 38,924 45,266
Overall 35,043 56,571 57,434 76,757 90,534
SalesYoY growth (%)

HK, Macau & Taiwan 51.1% 57.7% 10.5% 39.5% 19.7%
Mainland China 54.2% 64.4% -5.3% 28.4% 16.3%
Overall 52.8% 61.4% 1.5% 33.6% 17.9%
Operating profit (HKD mn)

HK, Macau & Taiwan 2,376 3,852 3,680 5,297 6,428
Mainland China 2,302 4,605 3,669 4,671 5,522
Overall 4,656 8,440 7,317 9,968 11,951

Operating margin (%)

HK, Macau & Taiwan 15.3% 15.7% 13.6% 14.0% 14.2%
Mainland China 11.8% 14.4% 12.1% 12.0% 12.2%
Overall 13.3% 14.9% 12.7% 13.0% 13.2%

Source: PSR, Company reports
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Fig.6 Key operational figures

FYE MAR Fy11l FYy12 FY13 FY14E FY15E
SSSG (%)

HK, Macau & Taiwan 32.4% 48.4% -3.7% 29.0% 12.0%
Mainland China 35.2% 32.0% -3.0% 14.0% 5.0%
Overall 33.8% 40.3% -3.3% 22.5% 9.0%
No. of store

HK, Macau & Taiwan

- Jewellery POS 81 93 103 113 121

- Watch POS 3 2 2 2 2
sub-total 84 95 105 115 123

Mainland China

- Jewellery POS 1,206 1,448 1,640 1,828 2,002
- Watch POS 68 84 91 120 138
sub-total 1,274 1,532 1,731 1,948 2,140
Total: 1,358 1,627 1,836 2,063 2,263
Salesper store (HKD mn)

HK, Macau & Taiwan 185.4 258.5 258.3 329.0 368.0
Mainland China 153 20.9 17.5 20.0 21.2

Sales per storeYoY growth (%)
HK, Macau & Taiwan 52.9% 39.4% -0.1% 27.3% 11.9%
Mainland China 32.4% 36.7% -16.2% 14.1% 5.9%

Source: PSR, Company reports
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FYE MAR FY1l FY12 FY13 FY14E FY15E
Valuation Ratios
P/E (X), reported 29.9 18.0 19.2 20.6 18.0
P/E (X), adj. 29.8 18.0 19.3 20.6 18.0
P/B (X) 9.2 3.9 3.1 3.8 3.9
Dividend Yield (%) 0.0% 0.8% 2.1% 2.3% 2.5%
Per share data (HKD cents)
EPS, reported 39.5 68.5 55.1 69.3 79.5
EPS, adj. 39.6 68.5 55.1 69.3 79.5
DPS 0.0 10.0 22.0 33.0 36.0
BVPS 128.2 318.4 337.9 375.0 370.6
Growth & Margins (%)
Growth
Revenue 52.8% 61.4% 1.5% 33.6% 17.9%
EBIT 66.4% 79.7% -14.4% 28.7% 15.8%
Net profit, adj. 67.2% 78.8% -13.2% 25.9% 14.6%
Margins
Gross profit 28.3% 29.1% 28.4% 28.0% 27.8%
EBIT 13.7% 15.3% 12.9% 12.4% 12.2%
Net profit, adj. 10.1% 11.2% 9.6% 9.0% 8.8%
Key Ratios
ROE (%) 36.0% 31.0% 17.4% 19.5% 21.3%
Total debt/ equity (%) 59.4 50.2 17.3 34.3 36.3
Asset turnover (x) 15 15 1.2 15 1.6
Inventory days 191.7 212.8 252.8 216.3 215.8
Account receivable days 29.5 27.6 295 20.2 18.7
Account payable days 18.6 13.5 16.9 11.6 14.6
Income Statement (HKD mn) FY11l FY12 FY13 FY14E FY15E
Revenue 35,043 56,571 57,434 76,757 90,534
COGS (25,115) (40,123) (41,151) (55,265) (65,366)
Gross profit 9,928 16,448 16,283 21,492 25,168
SG&A (5,313) (8,035) (9,181) (12,281) (14,485)
Other income 195 227 296 310 340
EBIT 4,809 8,641 7,398 9,521 11,023
Net finance costs (102) (363) (330) (310) (330)
Other items (82) (112) 26 0 0
Associates & JVs 5 0 0 0 0
Profit before tax 4,629 8,166 7,095 9,211 10,693
Tax (947) (1,595) (1,417) (2,026) (2,459)
Profit after tax 3,682 6,571 5,678 7,184 8,234
Non-controlling interest (135) (230) (173) (251) (288)
Net profit, reported 3,547 6,341 5,505 6,933 7,945
Net profit, adj. 3,547 6,341 5,505 6,933 7,945
EBITDA 5,064 9,042 7,905 10,084 11,637
Source: PSR
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Balance Sheet (HKD mn) FY11l FY12 FY13 FY14E FY15E
PP&E 1,165 1,688 2,155 2,800 3,300
Goodwill 0 0 0 0 0
Associates & JVs 45 10 14 14 14

LT Investments 16 13 23 24 24
Others 319 445 1,250 500 500
Total non-current assets 1,546 2,156 3,442 3,338 3,838
Inventories 17,101 29,694 27,315 38,200 39,100
Accounts Receivables 3,228 5,323 3,973 4,512 4,759
ST investments 135 189 159 160 160
Cash or equivalents 5771 10,495 9,165 9,611 8,606
Others 1,435 64 26 50 50
Total current assets 27,669 45,766 40,637 52,533 52,675
Total Assets 29,215 47,922 44,079 55,871 56,513
ST loans 6,813 11,381 5,836 12,850 13,456
Accounts Payables 2,050 1,838 1,754 2,456 2,845
Others 8,351 999 823 900 900
Total current liabilities 17,213 14,218 8,413 16,206 17,201
LT loans 0 3,426 0 0 0
Others 163 197 945 976 987
Total non-current liabilities 163 3,623 945 976 987
Minority Interests 366 595 935 1,187 1,264
Shareholder Equity 11,473 29,486 33,786 37,502 37,061
Cashflow Statements (HKD mn) FY11l FY12 FY13 FY14E FY15E
CFO

PBT 4,629 8,166 7,095 7,184 8,234
Adjustments 1,006 1,020 568 1,024 1,034
Cash from ops before WC changes 5,635 9,186 7,663 8,208 9,268
WC changes (7,513) (14,511) 3,787 (6,512) (7,512)
Cash generated from ops (1,878) (5,325) 11,449 1,696 1,756
Taxes paid, net (730) (1,353) (1,464) (2,045) (2,487)
Interest paid 43 44 45 45 45
Cashflow from ops (2,564) (6,633) 10,030 (304) (686)
CFI

CAPEX, net (769) (867) (827) (945) (834)
Dividends from associates & JVs 0 37 0 0 0
Dividends/Interest from Investments 70 89 108 124 140
Purchase/sale of investments (55) (25) (247) 0 0
Investments in subs & associates 1 (148) (6) 0 0
Others 675 1,409 (61) 0 0
Cashflow from investments (78) 495 (1,033) (821) (694)
CFF

Share issuance 2 15,499 0 0 0
Purchase of treasury shares 0 0 0 0 0
Loans, net of repayments 3,662 7,494 (8,722) 4,871 3,975
Dividends to minority interests 0 0 0 0 0
Dividends to shareholders & capital reduction 9) (4,543) (1,710) (3,300) (3,600)
Others 2,557 (7,587) 104 0 0
Cashflow from financing 6,211 10,862 (10,328) 1,571 375
Net change in cash 3,569 4,724 (2,330) 446 (1,005)
Effects of exchange rates 79 63 22 0 0
CCE, end 5771 10,495 9,165 9,611 8,606
Source: PSR
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

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

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.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear
responsibility for any loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant

investment products. For details of different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.

© 2014 Phillip Securities (Hong Kong) Limited
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