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Man Wah (1999 HK)

Robust E-commerce growth and falling costs

We believe a strong China sales will offset drags from exports in FY21E, esp.
when: 1) E-commerce growth remain robust, 2) China margin is higher than
overseas and 3) raw material costs turn more favorable. Hence we are positive
on Man Wah (“MW”) ’s outlook in FY21E-22E, and current valuation of 10x
FY3/22E P/E (5 years avg. at 12x) and 5% FY3/22E yield is attractive in our view.

FY3/20 net profit beat by 7%, thanks to better margins from property
sales and dividend surprise. Man Wah’s FY19 net profit rose by 20% YoY
to RMB 16.4 bn, beating BBG’s est. by 7%, mainly supported by higher-than-
expected GP margin from its property sales at 40% (vs consensus est. of
32%), while payout ratio also surged to 44% (vs consensus est. of 34%).

China sales speeded up in 2H20 even with COVID-19, hence we are
optimistic on its FY21E outlook. China sales arowth (ex-property)
accelerated to 13% YoY in 2H20 from 12% YoY in 1H20, even with drag of
COVID-19 in Feb-Mar 2020 (flattish growth was reqistered in Jan-Mar 2020,
according to management). It implied a very strong momentum, thanks to
efforts such as more live-streaming promotions. By channel, E-commerce/
offline sales grew by 83%/ 9% YoY in FY20, with ~10% store count growth.
For FY21E, we are optimistic that MW’s China sales growth (ex-property)
will sustain at a rather rapid rate (est. ~24%), driven by 50%+ e-commerce
agrowth and ~150 new stores (~6% YoY growth). Noted sales trend in Apr
2020 has resumed to nearly normal, according to management.

Exports business is highly likely to decline in FY21E. Decline of US
sales narrowed to just 7% YoY in 2H20, vs 23% drop in 1H20, thanks to the
efforts of capacity shift from China to Vietnam. However, due to COVID-19,
both US and EU retail sales slumped in Mar-Apr 2020, and may stay weak
for a while. Hence we would not be surprised to see order cancellations or
suspensions for MW in 1H21E. For FY21E, we are expecting its North
Americas/ Europe & others/ Home Group sales to fall by 20%/ 13%/ 20%.

Fortunately, GP margin can be a bright spot. More importantly, we find
the GP margin to be a strong support for MW’s earning in FY21E due to the
favorable trend, driven by: 1) better region mix, China sales has a higher
margin and 2) various raw materials, such as metal, chemicals, packing
paper and even leather, are all falling in FY21, as oil prices trend down.

Potential upgrade in earnings plus an undemanding valuation. We
believe the consensus numbers may be revised up after the earnings beat,
supported by: 1) more resilient China sales and 2) highly favorable raw
material trend. According to BBG'’s est. the counter is trading at 10x FY20E
P/E (vs 5 years avg. of 12x) and 5% yield, fairly attractive, in our view.

Earnings Summary

(YE 31 Mar) FY18A FY19A FY20A
Revenue (RMB mn) 10,027 11,258 12,144
YoY growth (%) 28.9 12.3 7.9
Net income (RMB mn) 1,536 1,364 1,638
EPS (RMB) 0.402 0.356 0.429
YoY growth (%) (11.9) (11.2) 20.4
P/E (x) 154 12.8 12.8
P/B (x) 35 34 3.2
Yield (%) 45 2.2 34
ROE (%) 25.8 21.9 24.4

Net gearing (%)

Net cash 47.8 29.6

Source: Company data, CMBIS estimates
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Stock Data

Mkt Cap (HK$ mn) 20,878
Avg 3 mths t/o (HK$ mn) 43.56
52w High/Low (HK$) 6.7/3.0
Total Issued Shares (mn) 3,795.9

Source: Bloomberg

Shareholding Structure
Mr. Wong Man Li & Family
Free Float

65.09%
34.91%

Source: HKEXx

Share Performance

Absolute Relative
1-mth 31.3% 32.4%
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Focus Charts

Figure 1: Sales/ net profit att. growth

Figure 2: GP/ OP / NP margin
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Figure 3: China’s e-commerce sales and growth

Source: Company data, CMBIS estimates

Figure 4: Sales growth by region
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in this report.
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as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIS Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIS

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months
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of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors.
CMBIS does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives,
financial position or special requirements. Past performance has no indication of future performance, and actual events may differ materially from
that which is contained in the report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a
result of their dependence on the performance of underlying assets or other variable market factors. CMBIS recommends that investors should
independently evaluate particular investments and strategies, and encourages investors to consult with a professional financial advisor in order to
make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of
CMBIS and/or its affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any
security or any interest in securities or enter into any transaction. Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors,
officers or employees shall be liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the
information contained in this report. Anyone making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available
and reliable. CMBIS has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness.
CMBIS provides the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice.
CMBIS may issue other publications having information and/ or conclusions different from this report. These publications reflect different assumption,
point-of-view and analytical methods when compiling. CMBIS may make investment decisions or take proprietary positions that are inconsistent
with the recommendations or views in this report.

CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself
and/or on behalf of its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business
relationships with the companies in this report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect
the objectivity of this report and CMBIS will not assume any responsibility in respect thereof. This report is for the use of intended recipients only
and this publication, may not be reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written
consent of CMBIS.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 (as amended from time to time)(“The Order”) or (ll) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies,
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For recipients of this document in the United States

This report is intended for distribution in the United States to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities
Exchange Act of 1934, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy
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For recipients of this document in Singapore
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