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Stock Information

Description: Sitoy manufactures leather products, including
luxury handbags, small leather goods, and travel bags. It also
retails TUSCAN'’s in China and various countries.

Ticker: 1023 HK
Shares Issued (m): 1,001
Market Cap (US$m): 441
3-mth Avg Daily Turnover (US$m): 0.45
HSI: 20,624
Free Float (%): 18.8
Major Shareholders: %
Yeung Wah Keung 48.60
Yeung Wo Fai 26.17
IDG 6.39
Prada 4.88

Key Indicators

ROE - annualised (%) 85.1
Net cash (HK$m): (5.2)
NTA/shr (HK$): N/A
Interest cover (x): 96.5

*As of FY6/11
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Performance:

52-week High/Low HK$3.69/HK$2.35

1-mth  3-mth  6-mth 1-yr YTD
(1L7) 293 NA  NA 166
(18) 265 NA  NA 4.4

Absolute (%)
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Hong Kong
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Sitoy
Leading Handbag Maker

Background. Established in the 1970s and listed in 2011, Sitoy is the
market leader in the handbag manufacturing industry globally with
market share in terms of revenue of 5% in 2010, according to Frost &
Sullivan. The company works closely with global luxury brands such as
Coach (6388), Prada, Fossil, Michael Kors and Lacoste.

Manufacturing business. Coach has been the company’s largest
customer, accounting for more than 50% of the group’s total revenue in
2011. Management believes revenue reliance on Coach will decrease
in the future as order growth from other brands such as Michael Kors
and Prada is increasing at a faster rate than that of Coach.

Currently, Europe outsources only 30% of the handbag production.
With limited production capacity and ageing of labour force in the
European handbag manufacturing industry while global demand for
luxury handbag has increased dramatically, management therefore saw
a strong sales growth potential from this market.

Expansion of production plants. Currently, the company has five
production plants with 191 production lines, of which four are located in
Dongguan and one in Yingde. To satisfy increasing demand, the
company is undertaking the development of the second phase of the
Yingde factory and expects that it will commence operations in FY6/13.

New retail business with TUSCAN'S. Sitoy entered into the retail
business in FY11 with the brand TUSCAN'S. TUSCAN'S was originally
founded in Italy in 1974 by TUSCAN'S Europe. Sitoy has bought the
trademark and has the right to sell goods under the brand TUSCAN’S in
China and various countries including China, Japan, Hong Kong,
Macau, Taiwan, Thailand, Malaysia, the US, Singapore, South Korea
and the United Arab Emirates. TUSCAN's targets the mid-end market
segment in the handbags and small leather goods sector with ASP of
around Rmb1,800. Management expects this segment to become a
new revenue growth engine in the near future.

Yet, the retail business is at an infant stage. As of FY6/11, the
company has 17 POS, of which 8 are standalone stores and 9 are
department store concession counters in Mainland China and Hong
Kong. Management aims to open 100 stores by FY6/14 and expects
the business to breakeven by then. However, the segment is still in its
infancy; the lack of operating leverage and increasing investment will
drag down the group’s overall margin in short term.

Undemanding valuation; thin liquidity though. Sitoy is trading at
7.2x FY6/13 PER, which looks undemanding as compared to Stella’s
13.6x and Yue Yuen's 8.8x forward PER. Assuming a 30% payout ratio,
the implied yield would be 4.2%, which is fair. Apart from the liquidity
concern, re-rating may also be remote unless retail starts to bear fruit.

SEE APPENDIX | FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS



Sitoy Group Holdings Limited

Figure 1: Major 3 global luxury handbags & small leather goods manufacturers by
sales revenue in 2010
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Source: Company data, Kim Eng Securities

Figure 2: Manufacturing facilities and capacity
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2) Estimated annual production capacity in FY11
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Figure 3: TUSCAN retail outlet images
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Figure 4: Sales by destination
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Figure 5: Sales by product type
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Figure 6: Volume by product type (related to manufacturing
business only)
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Sitoy Group Holdings Limited

Figure 7: Organisation chart
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Figure 8: Milestones of Sitoy
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Key milestones
Acquisition of a property based in Kwun Tong, Hong Kong , which is the first factory owned
by Sitoy in Hong Kong

Commencement of operation of Shenzhen Sitoy Handbag Factory in Shenzhen,
Guangdong Province, as the first PRC factory of the Group

Commencement of Operation of Dongguan Houjie Qiaotou Sitoy Handbag Factory in
Dongguan

Establishment of Sitoy Dongguan and commencement of production of its manufacturing
facility in Dongguan

Consolidation of Shenzhen Sitoy Handbag Factory into manufacturing facilities in
Dongguan

Commencement of handbag manufacturing business for U.S. luxury brands
A shift in business strategy of the Group to focus business on the manufacture of leather
goods

Commencement of handbag manufacturing business for European luxury brands

Installation of ETS system and ERP system in manufacturing facilities
Diversification of product portfolio to include men's product

Commencement of Yingde manufacturing facility
Diversification of production portfolio to include travel goods for leisure and business travel

Further expansion of manufacturing capacities through commencement of production of
leased manufacturing facilities of Xiabian Branch and Qiaonan Branch in Dongguan

Introduction of the "TUSCAN'S" brand of handbags and small leather goods and the
opening of the first retail store in Guangzhou

Source: Company data, Kim Eng Securities

Figure 9: Valuation table as on 24/4/2012

Ticker Share Market P/E ratio ROE (%)

no. Price (HK) Cap (US$m) Rating FY11 FY12 FY13 FY11

Sitoy* 1023 HK 3.4 441.7 NR 8.6 8.7 7.2 85.1
Stella 1836 HK 21.7 2,210.0 NR 15.2 13.6 11.2 17.2
Yue Yuen* 551 HK 25.7 5,422.4 NR 11.1 10.5 8.8 12.8
Average 11.6 10.9 9.1 38.4

* Note that Sitoy is June year end & Yue Yuen is Sep year end
Source: Company data, Kim Eng Securities
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Sitoy Group Holdings Limited

Definition of Ratings
Kim Eng Research uses the following rating system:

BUY Total return is expected to be above 15% in the next 12 months
HOLD Total return is expected to be between -15% to +15% in the next 12 months
SELL Total return is expected to be below -15% in the next 12 months

Applicability of Ratings

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only applicable to the stocks
which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings as we do not actively follow
developments in these companies.

Some common terms abbreviated in this report (where they appear):

Adex = Advertising Expenditure FCF = Free Cashflow PE = Price Earnings

BV = Book Value FV = Fair Value PEG = PE Ratio To Growth

CAGR = Compounded Annual Growth Rate FY = Financial Year PER = PE Ratio

Capex = Capital Expenditure FYE = Financial Year End QoQ = Quarter-On-Quarter

CY = Calendar Year MoM = Month-On-Month ROA = Return On Asset

DCF = Discounted Cashflow NAV = Net Asset Value ROE = Return On Equity

DPS = Dividend Per Share NTA = Net Tangible Asset ROSF = Return On Shareholders’ Funds
EBIT = Earnings Before Interest And Tax P = Price WACC = Weighted Average Cost Of Capital
EBITDA = EBIT, Depreciation And Amortisation P.A. = Per Annum YoY = Year-On-Year

EPS = Earnings Per Share PAT = Profit After Tax YTD = Year-To-Date

EV = Enterprise Value PBT = Profit Before Tax

APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLOSURES AND DISCLAIMERS
Disclaimer

The information, tools and material presented herein are provided for informational purposes only and are not to be used or considered as an offer or a solicitation to sell
or an offer or solicitation to buy or subscribe for securities, investment products or other financial instruments, nor to constitute any advice or recommendation with
respect to such securities, investment products or other financial instruments. This research report is prepared for general circulation. It does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. You should independently evaluate
particular investments and you should consult an independent financial adviser before making any investments or entering into any transaction in relation to any
securities mentioned in this report.

The information, tools and material presented herein are 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 Maybank Kim
Eng Holdings Limited and/or its subsidiaries or affiliates (collectively “Maybank Kim Eng”) to any registration or licensing requirement within such jurisdiction.

Information and opinions presented in this report have been obtained or derived from sources believed by Maybank Kim Eng to be reliable, but Maybank Kim Eng makes
no representation as to their accuracy or completeness and Maybank Kim Eng accepts no liability for loss arising from the use of the material presented in this report
where permitted by law and/or regulation. This report is not to be relied upon in substitution for the exercise of independent judgment. Maybank Kim Eng may have
issued other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the different
assumptions, views and analytical methods of the analysts who prepared them.

The research analyst(s) primarily responsible for the preparation of this report confirms that (a) all of the views expressed in this report accurately reflects his or her
personal views abut any and all of the subject securities or issuers; and (b) that no part of his or her compensation was, is or will be, directly or indirectly, related to the
specific recommendations or views he or she expressed in this report.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding
future performance.

Maybank Kim Eng, its directors and employees may have investments in securities or derivatives of any companies mentioned in this report, and may make investment
decisions that are inconsistent with the views expressed in this report.

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of
understanding and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors
(including, but not limited to, spot and forward interest and exchange rates), time to maturity, market conditions and volatility and the credit quality of any issuer or
reference issuer. Any investor interested in purchasing a structured product should conduct its own investigation and analysis of the product and consult with its own
professional advisers as to the risks involved in making such a purchase.

General Disclosure

Maybank Kim Eng and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law,
from time to time participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from
such issuers, and/or have a position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto.
In addition, it may make markets in the securities mentioned in the material presented in this report. Maybank Kim Eng may, to the extent permitted by law, act upon or
use the information presented herein, or the research or analysis on which they are based, before the material is published. One or more directors, officers and/or
employees of Maybank Kim Eng may be a director of the issuers of the securities mentioned in this report. Maybank Kim Eng may have, within the last three years,
served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the entities mentioned in this
report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned or a related
investment.

This research report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the particular needs of any
specific person who may receive this report.

The information contained herein is believed to be reliable, its completeness and accuracy is however not guaranteed. Opinions expressed in this report are subject to
change without notice, and no part of this publication is to be construed as an offer, or solicitation of an offer to buy or sell any securities or financial instruments whether
referred therein or otherwise. We do not accept any liability whatsoever whether direct or indirect that may arise from the use of information contained in this report. Any
transactions by US persons in any security discussed in this report must be carried out through Maybank Kim Eng Securities (USA) Inc which has distributed this report in
the USA. In addition, this document has been distributed in the UK for information only and circulated only to existing customers of Maybank Kim Eng, who are not
private customers as classified under FSA's Rules.
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Regulatory Disclosures as required by the Hong Kong Securities and Futures Commission

Policies of Kim Eng Securities (Hong Kong) Limited (‘KESHK”):

e Research analysts who publish investment research are not directly supervised by, and do not report directly to, investment banking or sales and trading personnel.
e Research analysts’ compensation or remuneration should not be linked to any specific investment banking function or to recommendations in research.

e Research analysts or their associates are prohibited from dealing in the securities or any derivatives of any companies the research analysts review/analyse/cover.
e Research analysts or their associates are prohibited from holding any directorship or other position in any company the research analysts review/analyse/cover.

Group companies of Kim Eng (inclusive of KESHK) which are carrying on a business in Hong Kong in investment banking, proprietary trading or market making or
agency broking (the “Firms”) are not a market maker in the securities of the subject companies mentioned in this report.

The Firms do not have any investment banking relationship with the companies mentioned in this report within the last 12 months.

As of 25 April 2012, Kim Eng Securities (Hong Kong) Limited and the authoring analyst does not have interests in the said company/companies.

Additional Disclaimers (for purpose of distribution in Singapore)

This report has been produced as of the date hereof and the information herein maybe subject to change. Maybank Kim Eng Research Pte Ltd ("MBKERPL") in
Singapore has no obligation to update such information for any recipient. Recipients of this report are to contact MBKERPL in Singapore in respect of any matters arising
from, or in connection with, this report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of
the Singapore Securities and Futures Act), MBKERPL shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as
permitted by law.

As of 25 April 2012, MBKERPL does not have an interest in the said company/companies.

Analyst Certification

The views expressed in this research report accurately reflect the analyst's personal views about any and all of the subject securities or issuers; and no part of the
research analyst's compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.

© 2012 Kim Eng Securities (Hong Kong) Limited. All rights reserved. Except as specifically permitted, no part of this presentation may be reproduced or distributed in
any manner without the prior written permission of Kim Eng Securities (Hong Kong) Limited. Kim Eng Securities (Hong Kong) Limited accepts no liability whatsoever for
the actions of third parties in this respect.

25 April 2012 Page 7 of 7



