Company Report:

ACIE =

El 3R E ZLUEFF

GUOTAI JUNAN SECURITIES

O

Samsonite (01910 HK)

HiFET (01910 HK)

Terry Hong L5
(86755) 2397 6722

hongxueyu@gtjas.com

22 March 2019

Weaker 2019 Outlook, Downgrade to "Accumulate"
BEM2019F RS, FRE “U&E”
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2 8.8% YoY to US$3.80 billion. However, quarterly revenue growth declined
& from 21.1% in 1Q18 to 1.4% in 4Q18. Revenue from Tumi grew by 12.4%
E‘ YoY and contributed 20.1% of total revenue. Overall GPM was up 0.3 ppt YoY e s
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Year End Turnover Net Profit EPS EPS PER BPS PBR DPS Yield ROE
CRT [ION Jie AR 15 53eE il WRIEFIAES) WEF R R 5313195 AR R
12/31 (US$ m) (US$ m) (US$) (A %) (x) (US$) (x) (US$) (%) (%)
- 2017A 3,491 334 0.236 30.1 13.4 1.260 25 0.077 25 20.5
% 2018A 3,797 237 0.166 (29.7) 19.0 1.361 23 0.087 2.8 12.7
S 2019F 4,051 283 0.198 19.4 15.9 1.472 2.1 0.081 2.6 14.0
;9 2020F 4,309 317 0.222 12.1 14.2 1.612 1.9 0.091 2.9 14.4
7 % 2021F 4,569 356 0.249 12.1 12.6 1.770 1.8 0.102 3.2 14.7
W = Shares in issue (m) /B4 (m) 1,431.0 Major shareholder i % The Capital Group 13.0%
8 Market cap. (HK$ m) i (HK$ m) 35,274.2 Free float (%) H HIJiidE Lk % (%) 60.6
% 3 month average vol. 3 4~ J1 134 42 i 312 (‘000) 4,572.7 FY19 Net gearing (%) FY19 % 1 fii/l R Vi 4 (%) 64.9
n 52 Weeks high/low (HK$) 52 Ji &/1& (HKS) 37.833/20.300 FY19 Est. NAV (HK$) FY19 5 (o) 33.4

Source: the Company, Guotai Junan International.
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2018 top line in line and bottom line beat expectations. Samsonite’s (the "Company") 2018 revenue increased by 8.8% YoY
to US$3.80 billion, which was basically in line with market and our expectations. Excluding the contribution from eBags, which
was acquired in May 2017, revenue increased by 7.9% YoY. However, a declining trend in Samsonite’s quarterly revenue
growth could be observed throughout 2018. Revenue YoY growth declined from 21.1% in 1Q18 to 1.4% in 4Q18. Tumi recorded
strong growth of 12.4% YoY driven by network expansion in Asia and Europe, and contributed 20.1% of total revenue, up from
19.4% in 2017. Revenue from American Tourister grew by 16.5% YoY, mainly attributable to introduction of new products and a
global advertising campaign. Revenue from the Samsonite brand increased by 3.5% YoY, which comprised 45.1% of total
revenue in 2018 compared to 47.4% in 2017 due to continued diversification of brand portfolio. Revenue from the Asia market
increased by 10.2% Y0Y on a constant currency basis, driven by strong growth of the Tumi, American Tourister, Samsonite and
Kamiliant brands. Revenue from direct-to-consumer (DTC) channels recorded strong growth of 16.6% YoY and contributed
35.9% of total revenue in 2018, up from 33.4% in 2017. Revenue from e-commerce business increased by 18.5% YoY on a
constant currency basis and accounted for 15.3% of total revenue in 2018, up from 14.0% in 2017. Overall GPM improved by
0.3 ppt YoY to 56.5%, which was mainly driven by improvement in GPM of Tumi and a higher proportion of revenue coming
from the DTC channels, but was partially offset by strong growth of American Tourister, which had relatively lower GPM.

Net profit dropped by 29.2% YoY to US$237 million in 2018, but it still beat Bloomberg consensus and our forecast by
7.7% and 4.3%, respectively. Distribution expenses increased by 13.0% YoY and accounted for 31.9% of total revenue in
2018, up by 1.2 ppt YoY, mainly due to an increase in sales volume and higher fixed costs associated with the expansion of
DTC physical retail stores. Marketing expenses ratio and general and administrative expenses ratio decreased YoY by 0.1 ppt
and 0.8 ppt to 5.8% and 6.1%, respectively. Overall, operating expenses were well managed during 2018, resulting in 0.2 ppt
YoY improvement in operating margin to 12.3%. The Company recorded net tax expenses amounting to US$86.7 million in
2018, compared to net tax benefit amounting to US$24.2 million in 2017 due to the US tax reform. As a result, 2018 net profit
margin dropped by 3.4 ppt YoY to 6.2%. Excluding non-recurring items, adjusted net profit grew by 13.0% YoY. The Company
proposed a final dividend of US$125 million or US$8.7 cents per share, representing a dividend payout ratio of 52.8%, up from
32.9% in 2017.

Table-1: Samsonite's 2018 Results Analysis

US$ mn 2017 2018 YoY
Turnover 3,491 3,797 8.8%
Cost of sales (1,531) (1,652) 7.9%
Gross profit 1,960 2,145 9.4%
Distribution expenses (1,073) (1,212) 13.0%
Marketing expenses (206) (221) 7.4%
Administrative expenses (240) (233) (2.9%)
Other expenses (18) (11) (36.3%)
Profit from operations 424 467 10.3%
Finance income (costs) (93) (124) 33.3%
Profit before taxation 331 344 3.8%
Income tax 24 (87) (458.4%)
Non-controlling interests 21 21 (3.2%)
Net profit 334 237 (29.2%)
Adjusted net profit 261 295 13.0%
EBITDA 542 589 8.7%
Basic EPS (US$) 0.236 0.166 (29.7%)
Final DPS (US$ cents) 7.7 8.7 12.9%
Gross margin 56.1% 56.5% 0.3 ppt
Operating margin 12.1% 12.3% 0.2 ppt
Net margin 9.6% 6.2% (3.4) ppt
EBITDA margin 15.5% 15.5% (0.0) ppt
Effective tax rate (7.3%) 25.2% 32.5 ppt

Source: the Company, Guotai Junan International.
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Table-2: Samsonite's 2018 Revenue Analysis

US$ mn 2017 2018 YoY  Constant-currency YoY
Asia 1,196 1,324 10.7% 10.2%
North America 1,392 1,483 6.5% 6.5%
Europe 735 810 10.2% 8.6%
Latin America 158 176 11.3% 15.5%
Corporate 9 4 (61.5%) (61.6%)
Total revenue 3,491 3,797 8.8% 8.4%
Source: the Company, Guotai Junan International.
Figure-1: Samsonite’s Quarterly Revenue Growth YoY Figure-2: Samsonite’s Revenue by Brand in 2018
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Figure-3: Samsonite’s E-commerce Business Figure-4: Samsonite’s Profitability
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Source: the Company, Guotai Junan International.

Source: the Company, Guotai Junan International.

Working capital management slightly worsened in 2018. Inventory increased by 6.8% YoY to US$623 million as at 31
December 2018 in order to support increased customer demand, new product introductions, retail store expansion and the
global expansion of Tumi brand. As a result, average inventory turnover days increased by 13 days YoY to 133 days in 2018.
Trade receivables turnover days remained flat at 40 days in 2018. Good control on trade receivables was mainly attributable to
a higher proportion of sales through DTC channels. Trade payables turnover days was up 7 days YoY to 119 days. As a result,
the Company's overall turnover cycle increased by 6 days YoY from 54 days in 2018, which was still healthy. The Company
aims to improve overall working capital efficiency by bringing inventory turnover days back in line with prior years.
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Figure-5: Samsonite’s Inventory & YoY Growth Figure-6: Samsonite’s Working Capital Management
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Source: the Company, Guotai Junan International. Source: the Company, Guotai Junan International.

Revise down 2019 and 2020 EPS forecasts by 10.0% and 13.2% to US$0.198 and US$0.222, respectively, on lower
revenue and GPM forecasts. We have observed sequential declines in Samsonite’s quarterly revenue growth in 2018, and the
trend continued in 1Q19. The management of Samsonite indicated that during the first two months of 2019, revenue might be
roughly flat or even slightly decline compared to the same period of 2018. Nevertheless, the Company expects its business to
gradually improve in the rest of 2019 driven by the launch of new products and marketing campaigns. The Company targets to
have mid-single digit percentage YoY growth in revenue for the full year of 2019, and Tumi may continue to record double-digit
growth in 2019. The new guidance on revenue is weaker than our previous forecasts, and therefore we revise down 2019 and
2020 revenue forecasts by 4.1% and 5.7%, respectively. The Company expects Tumi’'s GPM to remain stable at around 70%
during 2019, which will result in a weaker improvement in 2019 overall GPM. We forecast overall GPM to maintain an
increasing trend during 2019-2021, while growth may be weaker than our previous forecasts. Thus we revise down 2019 and
2020 GPM forecasts by 1.0 ppt and 1.0 ppt to 56.9% and 57.5%, respectively. Although we expect better expenses control in
2019 and 2020, we still revise down 2019 and 2020 operating margin forecasts by 0.4 ppt and 0.6 ppt to 12.3% and 12.6%,
respectively, on lower GPM forecasts. Effective tax rate is expected to be 25%-26% during 2019, and the Company aims to
bring it lower in the future by evaluating its tax structure. As a result, we revise down 2019 and 2020 net margin forecasts by 0.5
ppt and 0.6 ppt to 7.0% and 7.4%, respectively.

Table-3: Key Assumptions and Adjustments

US$ mn OLD NEW CHANGE

2019F 2020F 2021F 2019F 2020F 2021F 2019F 2020F 2021F
Revenue 4,225 4,571 n.a. 4,051 4,309 4,569 (4.1%) (5.7%) n.a.
Gross profit 2,444 2,672 n.a. 2,304 2,477 2,653 (5.7%) (7.3%) n.a.
Operating profit 538 604 n.a. 499 542 592 (7.3%) (10.1%) n.a.
Net profit 315 366 n.a. 283 317 356 (10.0%) (13.2%) n.a.
EBITDA 657 734 n.a. 617 673 734 (6.0%) (8.4%) n.a.
Basic EPS (US$) 0.220 0.256 n.a. 0.198 0.222 0.249 (10.0%) (13.2%) n.a.
Gross margin 57.8% 58.4% n.a. 56.9% 57.5% 58.1% (2.0) ppt (1.0) ppt n.a.
% SG&A of turnover 44.8% 44.9% n.a. 44.2% 44.5% 44.7% (0.6) ppt (0.4) ppt n.a.
Operating margin 12.7% 13.2% n.a. 12.3% 12.6% 12.9% (0.4) ppt (0.6) ppt n.a.
Effective tax rate 26.5% 26.5% n.a. 26.0% 26.0% 26.0% (0.5) ppt (0.5) ppt n.a.
Net margin 7.4% 8.0% n.a. 7.0% 7.4% 7.8% (0.5) ppt (0.6) ppt n.a.
EBITDA margin 15.5% 16.1% n.a. 15.2% 15.6% 16.1% (0.3) ppt (0.4) ppt n.a.

Source: the Company, Guotai Junan International.
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Cut TP to HK$28.00 and downgrade to "Accumulate". The relatively weak global economic environment, weak consumer
sentiment in several markets, the US-Sino trade dispute and terrorist attacks in some regions in the world may continue to cast
pressure on Samsonite in 2019. Although we remain confident in the Company’s long-term growth driven by its multi-brand,
multi-category and multi-channel strategy, our outlook on its business development in 2019 is more pessimistic than our

(o))
previous forecasts. The management of Samsonite indicated that they will continue to look out for opportunities in acquiring 2
new brands, especially brands in the non-travel category, which will become new growth drivers for the Company. We cut the G
@
Company's TP from HK$31.00 to HK$28.00 to reflect adjustments in our earnings forecasts. The new TP represents 18.0x, =
N
16.1x and 14.3x 2019, 2020 and 2021 PER, respectively. The TP reflects upside potential of 13.6%, and therefore we
downgrade our investment rating from "Buy" to "Accumulate".
Risks: 1) unexpected appreciation of the US dollar against other currencies, 2) liquidity and solvency risks triggered by heavy
debt obligations related to the Tumi acquisition, 3) a decline in the global tourism industry, and 4) potential impact from Sino-US
trade friction.
Figure-7: Samsonite’s PE Ratio (Next four Quarters) Figure-8: Samsonite’s PB Ratio (Current Annual)
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Table-4: Peers Valuation Comparison Table S
Market EV/ Gross Operating =
Company Last Cap PE(x) PB(x) ROE(%) D/Y(%) EBITDA(X) Margin(%) Margin(%)
Stock Code Currency price HKD mn 18A 19F 20F 21F 18A 19F 20F 21F 19F 19F 19F 19F 19F S
Luggage & Luxury V‘G:J
SAMSONITE 1910 HK HKD 24.65 35,273 19.0 159 142 126 23 21 19 18 14.0 2.6 9.6 56.9 12.3 8
0
PRADA 1913 HK HKD 23.45 60,004 317 229 215 197 23 23 22 22 9.9 3.2 11.4 72.6 111 %
LVMH MC FP EUR 320.55 1,444,419 254 227 21.0 193 50 44 40 37 20.4 21 12.7 66.3 214 2
CHRISTIAN DIOR CDI FP EUR 414.00 666,669 29.0 247 226 na. 52 47 42 na. 19.9 1.8 7.2 67.0 n.a.
KERING KER FP EUR 507.60 571,883 17.2 195 17.2 16.0 65 55 48 41 29.7 2.3 12.6 745 29.1
CAPRI HOLDINGS* CPRI US UsbD 45.36 53,642 11.7 9.2 9.1 8.2 34 30 23 19 33.9 0.0 8.0 61.1 17.4
BURBERRY BRBY LN GBP 1,900.50 80,580 27.6 233 224 203 56 55 50 45 229 2.3 12.4 68.5 16.2
TAPESTRY* TPR US uUsD 31.95 72,699 230 123 111 101 28 26 23 21 215 4.3 7.7 67.9 16.5
HUGO BOSS BOSS GY EUR 61.94 38,901 181 16.2 145 133 44 41 38 35 25.6 4.7 8.3 65.7 12.9
SALVATORE
SFER IM EUR 18.87 28,407 36.0 294 258 227 42 40 38 35 14.4 21 13.4 64.5 11.9
FERRAGAMO
TOD'S TOD IM EUR 42.18 12,453 29.7 275 241 213 1.3 12 12 12 55 3.0 11.4 76.7 8.0
Simple Average 243 20.2 184 163 39 36 32 28 19.8 2.6 10.4 67.4 15.7
Weighted Average 243 219 200 17.7 51 45 40 3.6 22.0 2.1 11.1 68.0 22.1

Source: Bloomberg, Guotai Junan International.
* Note: The financial year end date of these companies is not 31st December. For easier comparison with peers, “18A” means “FY19A” and “19F” means FY20F and
S0 on.
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Financial Statements and Ratios

Income Statement Balance Sheet
Year end 31 Dec (US$ m) 2017A 2018A 2019F 2020F 2021F Year end 31 Dec (US$ m) 2017A 2018A 2019F 2020F 2021F
Total Revenue 3491 3,797 4,051 4,309 4,569 Property, Plant and Equipment 308 3 325 335 340 o
Cost of Sales (1.531) (1,652) (1,747) (1832) (1.915) Goodwill 1,343 1,340 1,381 1,424 1,469 )
Gross Profit 1,960 2,145 2,304 2477 2,653 Other Intangible Assets 1,793 1,171 1,784 1,800 1817 %
Others 131 102 97 94 9 g
Distribution Costs (1,073) (1,212) (1,309) (1,407) (1,505) Total Non-current Assets 3575 3524 3,587 3,652 3,717 (QJ
Marketing Expenses (206) (221) (238) (255) (270)
Administrative & General Expenses (240) (233) (245) (256) (266) Inventory 583 623 610 647 679
Other Expenses (18) (M) (15) (17) (21) Trade and Bill Receivables 411 421 458 493 527
Operating Profit 424 467 499 542 592 Prepaid Expenses and Other Assets 156 147 152 158 165
Cash & Cash Equivalents 344 428 472 466 488
Net Finance Income (costs) (93) (124) (89) (86) (82) Total Current Assets 1,495 1618 1,692 1,764 1,859
Profit Before Tax 331 344 410 457 510
Income Tax 24 (87) (107) (119) (133) Total Assets 5,070 5142 5279 5416 5,576
Profit After Tax 355 257 303 338 377
Non-controlling Interest (21) (21) (20) (21) (21) Trade and Bill Payables 737 699 739 776 809
Shareholders' Profit/ Loss 334 237 283 317 356 Bank Loans 153 81 74 68 62
Basic EPS 0.236 0.166 0.198 0.222 0.249 Current Tax Liabilities 98 75 75 75 75
YoY 30.1% (29.7%) 19.4% 12.1% 12.1% Employee Benefits 95 82 74 68 61
Total Current Liabilities 1,083 936 962 986 1,007
Cash Flow Statement Non-controlling Interest Put Options 56 56 53 51 48
Year end 31 Dec (US$ m) 2017A 2018A 2019F 2020F 2021F Employee Benefits 24 23 21 19 17
Prolfit Before Taxation 355 257 303 338 377 Deferred Tax Liabilties & Other
D&A 118 121 119 130 142 Liabilities 2,076 2,135 2,081 1,985 1,890
Other Adjustments 75 219 178 188 199 Total Non-current Liabilities 2,155 2,214 2,155 2,055 1,955
Changes in Working Capital (21) (122) 10 (42) (40)
Taxand Interest Paid (186) (167) (192) 201) 1) Total Liabilities 3,238 3,151 3,118 3,041 2,962
Cash from Operating Activities 341 307 418 414 468
Share Capital 14 14 14 14 14 %
Capital Expenditure (95) (101) (105) (112) (119) Reserves 1 1,934 2,092 2293 2519 S
Acquisition of Businesses (170) 0 1) (86) (91) Total Shareholders' Equity 1,791 1,948 2,106 2,307 2,533 2
Others (13) ) 5 4 3 Minority Interest 4 43 55 67 80 “O’
Cash from Investing Activities (@17 (117) (181) (194) (207) Total Equity 1832 1,991 2,161 2375 2613
Dividends Paid (97) (110) (125) (116) (130) .*g
Proceeds from Senior Credit Facilities 0 1,923 0 0 0 Financial Ratios 8
Others (16) (1,920) (68) (109) (109) 2017A 2018A 2019F 2020F 2021F E
Cash from Financing Activities (113) (107) (193) (225) (239) Gross Margin (%) 56.1 56.5 56.9 575 58.1
Operating Margin (%) 121 123 123 126 129
Net Changes in Cash (49) 83 44 (6) 22 Net Margin (%) 9.6 62 70 74 78
Cash at Beg of Year 369 344 428 412 466 ROE (%) 205 127 14.0 144 4.7
Foreign Exchange Effect 25 1 0 0 0 ROA (%) 69 46 54 59 6.5
Cash at End of Year 344 428 472 466 488 ROCE (%) 52 36 42 47 52
Inventory Days 119.7 133.2 128.8 125.2 126.3
A/C Receivable Days 40.2 40.0 39.6 40.3 40.8
A/C Payable Days 1121 119.2 1131 113.7 113.7
Cash Conversion Cycle 478 53.9 55.3 518 53.4
Payout Ratio (%) 329 528 410 410 410
Net Gearing (%) 82.8 751 64.9 55.3 458
Current Ratio (x) 14 1.7 18 18 18

Source: the Company, Guotai Junan International.
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition

(5) Guotai Junan and its group companies are not making a market in the securities in respect of the issuer mentioned in this Research
Report. =

(6) Guotai Junan and its group companies have not employed an individual serving as an officer of the issuer mentioned in this Research
Report. There is no officer of the issuer mentioned in this Research Report associated with Guotai Junan and its group companies.

(@]
-
Buy SEN Relative Performance>15%; Q
or the fundamental outlook of the company or sector is favorable. 5
Accumulate 1S Relative Performance is 5% to 15%; g
or the fundamental outlook of the company or sector is favorable. v
N
Neutral e Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.
Reduce YadE Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.
Sell S Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition

The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition

Outperform MR Relative Performance>5%;

or the fundamental outlook of the sector is favorable.
Neutral ik Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.

Underperform B AT Relative Performance<-5%;

Or the fundamental outlook of the sector is unfavorable.

DISCLOSURE OF INTERESTS

(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.

(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

(3) Except for KAISA GROUP (01638 HK),GUOTAI JUNAN 1| (01788 HK),BANK OF GANSU (02139 HK),BINHAI INVESTMENT (02886
HK),VALUE A SHARE (03095 HK),CAM SCSMALLCAP (03157 HK),HAITIANTIAN (08227 HK),CSOP MSCI-R (CNY) (83149
HK),Guotai Junan and its group companies do not hold equal to or more than 1% of the market capitalization of the issuer mentioned in <
this Research Report. g

(4) Guotai Junan and its group companies have not had investment banking relationships with the issuer mentioned in this Research Report =
within the preceding 12 months. =

Samsonite

DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities
(Hong Kong) Limited (“Guotai Junan"). Guotai Junan and its group companies may do business that relates to companies covered in research
reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or be
contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and mutable
situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks, and where
necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in
any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject
Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2019 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.

27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk
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