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RCG Holdings Ltd.

Cloudy issues around

to summarize...

Ticker 802 HK

B The second largest shareholder was rejected by the judge for his claim on Nina  p44ing N.A. (under review)
Wong’s heritage. Price (HKS) 8.59
B The shareholding structure is uncertain now with the possibility that two largest Target Price (HK$) N.A. (under review)
shareholders may sell their shares. 12m Price Range (HK$) 5.60-29.28
B Share price is under pressure in short term although the company in long run Market cap. (US$m) 345.6
may benefit from expected simplified shareholder structure. Daily tio (US$m) 0.55
Free float (%) 45.93

Shareholding structure is under cloud. On 2 February 2009, the second largest
shareholder (23.2%) of RCG, Mr. Tony Chan, was rejected by the judge for his claim
on tycoon Nina Wong’s heritage. The company said that its operation has not been
affected, however, it is possible that both Tony Chan and ChinaChem Charitable
Foundation, the current largest shareholder of the company (24.0%), would seek
closing out their position in RCG.

Financial summary

Year to Dec 07A  08A  09F 10F 11F
Turnover (HK$m) 1,438.82,002.42,385.32,784.7 3,291.1
Net Profit (HK$m) 4525 622.3 676.1 803.2 9425

EPS (HK$) 2.020 2.675 2471 2.936 3.445
Share price under pressure. Share price of the counter dropped 19.7% so far p/e (4 42 32 35 29 25
since the news come out. In our view, although, in long run, the company could p/g (4 09 07 06 05 04
potentially benefit from expected simplified shareholder structure, the negative news  gvegiTpa (x) 28 26 21 15 08
would put the stock under selling pressure. We remove our recommendation vig|q (o) 09 10 14 17 20
temporarily pending on further review. ROE (%) 40.9 262 212 197 194
ROCE (%) 375 231 190 181 180
N. Gear. (%) Cash Cash Cash Cash Cash

Source: SBI/Bloomberg

09F 10F 11F
Consensus EPS (HK$) 2.773 3.310 3.737
Previous earnings (HK$m) - - -
Previous EPS (HK$) - - -
Price performance
Year to Dec im 3m 12m
Relative to HSI (%) -9.3 -6.7 -
Actual price changes (%) -20.5 -16.4 -
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Table 1: P & L forecast

Year to Dec (HK$m) 07A 08A 09F 10F 11F
1,438.8 2,002.4 2,385.3 2,784.7 3,291.1
Revenue
Cost of sales (719.7) (943.7) (1,134.5) (1,354.6) (1,629.6)
) 719.1 1,058.6 1,250.8 1,430.1 1,661.5
Gross profit
Other income 29.1 19.3 20.7 41.4 62.1
Distribution expenses (113.4) (96.9) (134.5) (167.1) (213.9)
Administrative expenses (176.4) (362.5) (441.4) (473.4) (526.6)
’ . 458.4 618.6 695.6 831.0 983.0
Operating profit
Finance costs (2.2) (5.2) (6.3 (3.0 1.2)
Profit before tax 456.2 613.4 689.3 828.1 981.8
Income tax expense @5 23) (7.6) (16.6) (29.5)
Profit after tax 452.7 611.1 681.7 811.5 952.4
Minority interests 0.1 12 (5-6) 84) (©.9)
452.5 622.3 676.1 803.2 942.5

Net profit

Source: Company data, SBI E2-Capital

Disclosure of interests: SBI E2-Capital Securities Limited acted as sole placing agent for RCG Holding Limited (Stock
Code: 802) in September 2009.

SBI E2-Capital is a dedicated small/mid cap investment banking/ stockbrokerage house. Find our research on: shie2capital.com, thomsononeanalytics.com,
factset.com and multex.com
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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
Securities 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.

Copyright © SBI E2-Capital Securities Limited 2008. All rights reserved.



http://www.sbie2capital.com/research.asp
http://www.sbie2capital.com/research.asp

