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EQUITIES  
 

6808 HK Outperform 

Price (at 13:02, 08 Aug 2018 GMT) HK$9.76 

 

Valuation HK$  12.70 
 - EV/EBITDA 

12-month target HK$  12.70 

Upside/Downside %  +30.1 

12-month TSR %  +31.7 

Volatility Index Medium 

GICS sector Food & Staples 
Retailing 

Market cap HK$m  93,110 

Market cap US$m  11,862 

Free float %  22 

30-day avg turnover US$m  11.7 

Number shares on issue m  9,540 
 

Investment fundamentals 

Year end 31 Dec  2017A 2018E 2019E 2020E 

Revenue bn 102.3 104.4 111.5 121.3 

EBIT bn 4.5 4.6 5.0 5.6 

EBIT growth % 14.0 1.4 10.5 10.7 

Reported profit bn 2.8 3.1 3.5 3.9 

Adjusted profit bn 2.8 3.1 3.5 3.9 

EPS rep Rmb 0.29 0.33 0.36 0.40 

EPS rep growth % 8.6 12.5 10.6 10.8 

EPS adj Rmb 0.29 0.33 0.36 0.40 

EPS adj growth % 8.7 12.3 10.6 10.8 

PER rep x 29.0 25.8 23.3 21.1 

PER adj x 29.0 25.8 23.3 21.1 

Total DPS Rmb 0.13 0.13 0.15 0.15 

Total div yield % 1.5 1.6 1.7 1.7 

ROA % 7.5 7.4 7.7 7.9 

ROE % 12.7 13.4 13.5 13.6 

EV/EBITDA x 9.1 10.0 9.1 8.3 

Net debt/equity % -44.0 -44.8 -48.4 -54.5 

P/BV x 3.6 3.3 3.0 2.7 

 

6808 HK rel HSI performance, & rec history 

 
Note: Recommendation timeline - if not a continuous line, then there was no 
Macquarie coverage at the time or there was an embargo period. 

Source: FactSet, Macquarie Research, August 2018 

(all figures in Rmb unless noted, TP in HKD) 
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Sun Art Retail Group (6808 HK) 
1H18 NP stayed flat YoY, 3.5% behind our 
estimate 

Event 

 Sun Art reported 1H18 results after market close today. 1H18 net profit 

attributable to shareholders stayed flat YoY at Rmb1,758m, 3.5% behind our 

estimates. We attribute the slight miss to lower unutilized prepaid card income 

(1H18: Rmb179m vs 1H17: Rmb460m) and higher impairment loss on PP&E 

(1H18: Rmb100m vs 1H17: Rmb40m). Even though SSSg remained in the red 

at -1.6% in 1H18, we believe its O2O rollout is well on track and expect to see 

deeper collaboration with Aliabba (BABA US) in the days to come. 

Impact 

 1H18 SSSg still in the red at -1.6%. 1H18 revenue stayed flat YoY at 

Rmb54bn. In particular, rental income saw healthy growth at +6.2% YoY. 

During the period, SSSg dipped 1.6%, tracking behind our 0.0% estimate, 

which is likely due to fast ramp up of O2O strategy and should be long term 

positive, in our view. Active collaboration between Sun Art and Alibaba 

continues to be underway and we expect to see synergies for both parties to 

materialize. 

 1H18 net profit attributable to shareholders flat YoY. During the period, 

GPM edged up 0.6ppt YoY to 26.9% but OPM contracted 0.4ppt YoY to 5.0% 

in view of higher staff expenses (up 0.8ppt YoY). If excluding income from 

unutilized prepaid cards, then operating profit would’ve grown by 2.2% YoY 

and OPM would’ve stayed flat YoY. As a result, net profit attributable to 

shareholders stayed flat YoY at Rmb1,758m and NPM held up well at 3.3%.  

 O2O, new store format ramp up in progress. After testing the new O2O 

service in selected stores earlier this year, Sun Art is actively expanding O2O 

service to its store network and we are comfortable with management’s target 

to finish converting all stores by end of this year. On the other hand, Feiniu 

focuses on the B2B business and GMV is expected to reach Rmb5bn this 

year. As mentioned earlier, we aren’t too concerned on the GPM dilution from 

B2B business ramp up as there’s very limited impact on operating profit level 

given the lower opex required.  

Action and recommendation 

 Maintain Outperform. We will provide more details after the analyst briefing 

tomorrow morning (9 Aug) at 9am.  
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Important disclosures: 

Recommendation definitions 

Macquarie - Australia/New Zealand 
Outperform – return >3% in excess of benchmark return 
Neutral – return within 3% of benchmark return 
Underperform – return >3% below benchmark return 
 
Benchmark return is determined by long term nominal 
GDP growth plus 12 month forward market dividend 
yield, which is currently around 9%. 

Macquarie – Asia/Europe 
Outperform – expected return >+10% 
Neutral – expected return from -10% to +10% 
Underperform – expected return <-10% 

Mazi Macquarie – South Africa 
Outperform – expected return >+10% 
Neutral – expected return from -10% to +10% 
Underperform – expected return <-10% 

Macquarie - Canada 
Outperform – return >5% in excess of benchmark return 
Neutral – return within 5% of benchmark return 
Underperform – return >5% below benchmark return 

Macquarie - USA 
Outperform (Buy) – return >5% in excess of Russell 
3000 index return 
Neutral (Hold) – return within 5% of Russell 3000 index 
return 
Underperform (Sell)– return >5% below Russell 3000 
index return 
 

Volatility index definition* 

This is calculated from the volatility of historical 
price movements. 
 
Very high–highest risk – Stock should be 
expected to move up or down 60–100% in a year 
– investors should be aware this stock is highly 
speculative. 
 
High – stock should be expected to move up or 
down at least 40–60% in a year – investors should 
be aware this stock could be speculative. 
 
Medium – stock should be expected to move up 
or down at least 30–40% in a year. 
 
Low–medium – stock should be expected to 
move up or down at least 25–30% in a year. 
 
Low – stock should be expected to move up or 
down at least 15–25% in a year. 
* Applicable to Asia/Australian/NZ/Canada stocks 
only 

Recommendations – 12 months 
Note: Quant recommendations may differ from 
Fundamental Analyst recommendations 

Financial definitions 

All "Adjusted" data items have had the following 
adjustments made: 
Added back:  goodwill amortisation, provision for 
catastrophe reserves, IFRS derivatives & hedging, 
IFRS impairments & IFRS interest expense 
Excluded:  non recurring items, asset revals, property 
revals, appraisal value uplift, preference dividends & 
minority interests 
 
EPS = adjusted net profit / efpowa* 
ROA = adjusted ebit / average total assets 
ROA Banks/Insurance = adjusted net profit /average 

total assets 
ROE = adjusted net profit / average shareholders funds 
Gross cashflow = adjusted net profit + depreciation 
*equivalent fully paid ordinary weighted average 
number of shares 
 
All Reported numbers for Australian/NZ listed stocks 
are modelled under IFRS (International Financial 
Reporting Standards). 
 

Recommendation proportions – For quarter ending 30 June 2018 

 AU/NZ    Asia   RSA    USA     CA   EUR 
Outperform 52.87% 61.26% 48.86% 47.54% 69.86% 46.61% (for global coverage by Macquarie, 3.51% of stocks followed are investment banking clients) 

Neutral       34.10% 27.25% 36.36% 46.72% 21.92% 43.22% (for global coverage by Macquarie, 2.10% of stocks followed are investment banking clients) 

Underperform 13.03% 11.49% 14.77% 5.74% 8.22% 10.17% (for global coverage by Macquarie, 0.00% of stocks followed are investment banking clients) 
 

 

 

6808 HK vs HSI, & rec history 

 
(all figures in HKD currency unless noted) 
 

 

  

   
Note: Recommendation timeline – if not a continuous line, then there was no Macquarie coverage at the time or there was an embargo period. 
Source: FactSet, Macquarie Research, August 2018 

 
 

 
 

12-month target price methodology 

6808 HK: HK$12.70 based on a EV/EBITDA methodology 

 
Company-specific disclosures: 
6808 HK: Macquarie Capital Limited makes a market in the securities of Sun Art Retail Group Ltd. 
Important disclosure information regarding the subject companies covered in this report is available at www.macquarie.com/research/disclosures.  
 

Date Stock Code (BBG code) Recommendation Target Price 
06-Mar-2018 6808 HK Outperform HK$12.70 
15-Jan-2018 6808 HK Outperform HK$14.00 
11-Nov-2017 6808 HK Outperform HK$10.00 
10-Aug-2017 6808 HK Outperform HK$10.20 
02-Aug-2017 6808 HK Outperform HK$9.80 
10-May-2017 6808 HK Outperform HK$9.48 
20-Feb-2017 6808 HK Outperform HK$9.83 
11-Nov-2016 6808 HK Outperform HK$7.40 
12-Aug-2016 6808 HK Neutral HK$4.80 
13-May-2016 6808 HK Neutral HK$4.70 
01-Mar-2016 6808 HK Neutral HK$4.40 
14-Dec-2015 6808 HK Neutral HK$5.40 
13-Aug-2015 6808 HK Neutral HK$5.50 

 

Target price risk disclosures: 
6808 HK: Any inability to compete successfully in their markets may harm the business. This could be a result of many factors which may include 
geographic mix and introduction of improved products or service offerings by competitors. The results of operations may be materially affected by global 
economic conditions generally, including conditions in financial markets. The company is exposed to market risks, such as changes in interest rates, 
foreign exchange rates and input prices. From time to time, the company will enter into transactions, including transactions in derivative instruments, to 
manage certain of these exposures. 
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expressed in this report. The Analysts responsible for preparing this report receive compensation from Macquarie that is based upon various factors 
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General disclaimers:   
Macquarie Securities (Australia) Ltd; Macquarie Capital (Europe) Ltd; Macquarie Capital Markets Canada Ltd; Macquarie Capital Markets North America 
Ltd;  Macquarie Capital (USA) Inc; Macquarie Capital Limited, Taiwan Securities Branch; Macquarie Capital Securities (Singapore) Pte Ltd; Macquarie 
Securities (NZ) Ltd; Mazi Macquarie Securities (RF) (Pty) Ltd; Macquarie Capital Securities (India) Pvt Ltd; Macquarie Capital Securities (Malaysia) Sdn 
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entities.  MGL provides a guarantee to the Monetary Authority of Singapore in respect of the obligations and liabilities of Macquarie Capital Securities 
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must not be copied, either in whole or in part, or distributed to any other person. If you are not the intended recipient you must not use or disclose the 
information in this research in any way. If you received it in error, please tell us immediately by return e-mail and delete the document. We do not 
guarantee the integrity of any e-mails or attached files and are not responsible for any changes made to them by any other person. MGL has 
established and implemented a conflicts policy at group level (which may be revised and updated from time to time) (the "Conflicts Policy") pursuant to 
regulatory requirements (including the FCA Rules) which sets out how we must seek to identify and manage all material conflicts of interest. Nothing in 
this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain from engaging in any transaction. In 
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the investment. This research is based on information obtained from sources believed to be reliable but we do not make any representation or warranty 
that it is accurate, complete or up to date. We accept no obligation to correct or update the information or opinions in it. Opinions expressed are subject 
to change without notice. No member of the Macquarie Group accepts any liability whatsoever for any direct, indirect, consequential or other loss arising 
from any use of this research and/or further communication in relation to this research.  Clients should contact analysts at, and execute transactions 
through, a Macquarie Group entity in their home jurisdiction unless governing law permits otherwise. The date and timestamp for above share price and 
market cap is the closed price of the price date. #CLOSE is the final price at which the security is traded in the relevant exchange on the date indicated. 
Members of the Macro Strategy team are Sales & Trading personnel who provide desk commentary that is not a product of the Macquarie Research 
department or subject to FINRA Rule 2241 or any other regulation regarding independence in the provision of equity research. 
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Australia: In Australia, research is issued and distributed by Macquarie Securities (Australia) Ltd (AFSL No. 238947), a participating organization of the 
Australian Securities Exchange. Macquarie Securities (Australia) Limited staff involved with the preparation of research have regular interaction with 
companies they cover. Additionally, Macquarie Group Limited does and seeks to do business with companies covered by Macquarie Research. There 
are robust information barriers in place to protect the independence of Macquarie Research’s product. However, recipients of Macquarie Research 
should be aware of this potential conflict of interest. New Zealand: In New Zealand, research is issued and distributed by Macquarie Securities (NZ) Ltd, 
a NZX Firm. Canada: In Canada, research is prepared, approved and distributed by Macquarie Capital Markets Canada Ltd., a (i) member of the 
Investment Industry Regulatory Organization of Canada and the Canadian Investor Protection Fund, and (ii) participating organisation of the Toronto 
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Investor Protection Corporation. Macquarie Capital Markets North America Ltd. accepts responsibility for the contents of reports issued by Macquarie 
Capital Markets Canada Ltd. in the United States and sent to US persons. Any US person wishing to effect transactions in the securities described in 
the reports issued by Macquarie Capital Markets Canada Ltd. should do so with Macquarie Capital Markets North America Ltd. This research is 
intended for distribution in the United States only to major Institutional Investors (as such term is defined in SEC 15a-6 and Section 15 of the Securities 
Exchange Act of 1934, as amended) and is not intended for the use of any person or entity that is not a major institutional investor.  Research analysts 
of Macquarie Capital Markets Canada Ltd. are not registered/qualified as research analysts with FINRA. The Research Distribution Policy of Macquarie 
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