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Ming Fai International Holdings Limited 

Latest corporate announcement… 

to summarize… 

 On January 16th, 2012, the group announced profit warning for the year ended 

31 December 2011. The decrease is attributed to increasing in cost pressures 

in the PRC, disappointing sales from the new retail business: 7 Magic. The new 

laundry business and everyBody Labo brand continues to record losses. 

 We believe that sales for the hotel and airline business should continue to have 

strong growth, but profit will be hurt from higher operating costs. Gross margin 

at the end of 1H FY06/11A is around 24%, down from 27% at the end of 

FY2010A. We estimate that there’s a chance for full year gross margin to be 

around twenty percent. 

 We estimate that 7 Magic should have approximately 1,700 shops by the end 

of FY12/11F. 2H FY12/11F performance was disappointing due to economic 

slowdown and increased in operating cost, thus may fall short of the 

management previous expectation. 

 We revised our revenue for FY12/11F to be HK$1,376.8m from HK$1,429.4m, 

a 27% YoY increase. With HK$1,169.6m contribution from the hotel and 

airlines amenities business and HK$198.4m contribution from the retail 

business. We forecast net profit to be HK$78.0m for FY12/11F, representing a 

29% YoY decrease. 

 We maintain our coverage with a Hold recommendation at a target price of    

HK$1.30. Our target price represents 8.5x FY12/12F P/E and 6.3x FY12/13F 

P/E. 

 

Latest announcement: On January 16th, 2012, the group announced profit 

warning for the year ended 31 December 2011. The decrease is attributed to 

increasing in cost pressures in the PRC, disappointing sales from the new retail 

business: 7 Magic. The new laundry business and everyBody Labo brand continues 

to record losses. 

Hotel and Airlines business: We believe that sales for this segment of business 

should continue to have strong growth due to hotel sector in China with high-end 

luxury hotels opening and upgrading trend from lower-end hotels into a 4-star or 

5-star hotels. However, profit will be hurt from higher operating costs. Gross margin 

at the end of 1H FY06/11A is around 24%, down from 27% at the end of FY2010A. 

We estimate that there’s a chance for full year gross margin to be around twenty 

percent.  

7 Magic: We estimate that there should be approximately 1,700 shops by the end of 

FY12/11F. At the end of 1H 06/11A there was total of 1,512 shops. Sales for 1H 

FY06/11A amounted to HK$129.5m with a net profit of HK$27.9m. 2H FY12/11F 

performance was disappointing due to economic slowdown and increased in 

operating cost. Thus performance will fall short of the management previous 

expectation, an RMB50m in profit guarantee for the full year.  

Laundry & everyBody Labo: Both Laundry business and everyBody Labo 

continues to be lost making. The Laundry business amounted to a loss of HK$6.3m 

in the 1H FY06/11A; we expect the same magnitude to continue for the second half. 

The everyBody Labo business amounted to a loss of HK$2.1m in 1H FY2011. The 

amount decreased from HK$2.8m lost in 2010 as the self-operating store in 

Causeway Bay was closed in December 2010, resulted in reducing rental expenses. 

The Mongkok store was close down by the end of FY12/11F. Previously the target 

was to achieve breakeven by the end of FY12/11F, we estimate that a full year lost of 

around HK$5m due to continue lost in the 2H FY12/11F. 

Ticker 3828 HK 

Rating HOLD 

Price (HK$) 0.81 

Target Price (HK$) 1.30 

12m Price Range (HK$) 0.73-3.12 

Market cap. (US$m) 69.5 

Daily t/o (US$m) 0.2 

Free float (%) 62.4 

 

Financial summary 

Year to Dec 09A 10A 11F 12F 13F 

Turnover (HK$)  811.3   1,085.9   1,376.8   1,566.8   1,827.4  

Net Profit (HK$)  96.3   109.7   78.0   100.0   117.6  

EPS (HK$)  0.163   0.184   0.105   0.140   0.197  

P/E (x)  5.0   4.3   7.2   5.4   4.0  

P/B (x)  0.61   0.53   0.52   0.49   0.44  

EV/EBITDA (x)  (0.2)  2.0   2.7   2.4   1.4  

Yield (%)  9.9   9.9   6.7   8.6   10.1  

ROE (%)  12.4   12.4   7.8   9.4   10.1  

ROCE (%)  14.1   14.4   9.0   11.0   11.9  

N. Gear. (%)  Cash   Cash   Cash  Cash Cash 

Source: SBI 

    

 11F 12F  

Consensus EPS (HK$) 0.17 0.20 - 

    

 

Price performance 

Year to Dec 1m 3m 12m 

Relative to HSI (%) (27.9) (31.7) (67.8) 

Actual price changes (%) (19.8) (63.2) (73.0) 
 

 

Source: Bloomberg 
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Forecasts: We revised our revenue for FY12/11F to be HK$1,376.8m from HK$1,429.4m, a 27% YoY increase. With HK$1,169.6m 

contribution from the hotel and airlines amenities business and HK$198.4m contribution from the retail business. We forecast net profit to 

be HK$78.0m for FY12/11F, representing a 29% YoY decrease. We estimate that revenue for full year FY12/12F to be HK$1,566.8m, a 14% 

YoY increase, with HK$1,345.0m contribution from the hotel and airlines amenities business and HK$212.5m contribution from the retail 

business. We forecast net profit to be HK$100.0m for FY12/12F which represents a 28% YoY increase. 

Our view & target price: Our new DCF-derived target price is HK$1.30 based on 2% terminal growth and 18% discount rate. We change 

our rating to Hold. The target price represents 8.5x FY12/12F P/E and 6.3x FY12/13F P/E. We believe that the company is going through 

its rough patches due to the adverse market and operating condition in the current economics period. However, Ming Fai has a good 

reputation and a stable existing hotel & airlines amenities business. We hope that the retail business will have a potential to become a 

significant contributor after the current consolidation period through FY2012. At the moment we’re advising a hold rating on this stock 

counter.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

SBI E2-Capital is a dedicated small/mid cap investment banking/ stockbrokerage house. Find our research on: sbie2capital.com, thomsononeanalytics.com, 
factset.com and multex.com  

SBI E2-Capital stock ratings: 

STRONG BUY : absolute upside of >50% over the next three months 

BUY  : absolute upside of >10% over the next six months 

HOLD  : absolute return of -10% YoY to +10% over the next six months 

SELL  : absolute downside of >10% over the next six months 

Investors should assume that SBI E2-Capital is seeking or will seek investment banking or other related businesses with the companies in this report. 

Analyst certification: The views expressed in this report accurately reflect the analyst’s personal views of the subject securities and that the analyst has not 
received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report. 

Disclaimer: This research report is not an offer to sell or the solicitation of an offer to buy or subscribe for any securities.  The securities referred to in this report 
may not be eligible for sale in some jurisdictions.  The information contained in this report has been compiled by the Research Department of SBI E2-Capital 
Financial Services Limited (‘SBI E2-Capital’) from sources that it believes to be reliable but no representation, warranty or guarantee is made or given by SBI 
E2-Capital or any other person as to its accuracy or completeness.  All opinions and estimates expressed in this report are (unless otherwise indicated) entirely 
those of SBI E2-Capital as of the date of this report only and are subject to change without notice.  Neither SBI E2-Capital nor any other person accepts any 
liability whatsoever for any loss howsoever arising from any use of this report or its contents or otherwise arising in connection therewith.  Each recipient of this 
report shall be solely responsible for making its own independent investigation of the business, financial condition and prospects of the companies referred to in 
this report.  SBI E2-Capital and their respective officers, directors and employees, including persons involved in the preparation or issuance of this report, may 
from time to time (1) have positions in, and buy or sell, the securities of companies referred to in this report (or related investments); (2) have a consulting, 
investment banking or broking relationship with any company referred to in this report; and (3) to the extent permitted under applicable law, have acted upon or 
used the information contained or referred to in this report including effecting transactions for their own account in an investment (or related investment) in 
respect of any company referred to in this report, prior to or immediately following its publication.  This report may not have been distributed to all recipients at 
the same time.  This report is issued only for the information of and may only be distributed to professional investors and dealers in securities and must not be 
copied, published, reproduced or redistributed (in whole or in part) by any recipient for any purpose.  This report is distributed in Hong Kong by SBI E2-Capital.  
Any recipient of this report who requires further information regarding any securities referred to in this report should contact the relevant office of SBI E2-Capital 
located in such recipient’s home jurisdiction. 
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