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Results Update

RM Group Holdings Limited e.s;u«
Full speed ahead

O RM Group recorded revenue and net profit attributable to shareholders
of HKD47.8m and HKD3.8m in 1Q FYO03/15, representing a YoY
increases of 47.5% and 11.3x respectively.

O Stripping out its one-off listing expenses in 1Q FY03/14, its profit for 1Q
FY03/15 would have increased by 5.5x YoY.

O The increase in profit was mainly attributable to its launch of new
health supplements during the quarter.

O The company’s Taiwan business continued to record profit, indicating
greater sustainability of the business in the country.

O Operating efficiency improved with SG&A to sales decreasing by
5.1ppts to 65.3%.

O The company is currently trading at a prospective P/E of 18.7x for
FYO3/15E, which is lower than the average level of its peers.

Health supplements led the growth: Health supplements, under which Royal Medic CS-4 (the
best-selling product under the company’s proprietary brand) is categorized, was up 93.7% YoY
to HKD38.3m. The increase in revenue in the segment was mainly attributable to the launch of
new products in the quarter (including 4 new products developed with CUCAMed). With the
increase in popularity of the new products and the continuous growth of existing products, we
expect the company to witness substantial growth in the coming years.

Taiwan business started to pick up: The company recorded revenue generated from its
Taiwan business of HKDo.6m in 1Q FY03/15 (2Q FYo03/14: Nil), which accounted for 1.2% of its
total revenue in the quarter (with the remainder coming from HK). Albeit still a negligible
amount, we regard this development as a big leap forward for the company, as it signals the
sustainability of its business in Taiwan after it recognized revenue from the country for the first
time in FY03/14. Assuming that the quarterly result of its Taiwan business will remain stable
throughout FYo3/15E, we expect the company to see a 7.5% YoY increase in its revenue from
the country in FYo3/15E.

SG&A to sales ratio fell on the back of higher revenue from increased marketing activities:
Although SG&A increased from HKD22.8m in 1Q FYo03/14 to HKD31.2m in 1Q FYo03/15, a
direct result of an increase in marketing expenses, its SG&A to sales ratio was down by
5.1ppts to 65.3%, indicating higher revenue and business growth translated from the
same increased marketing expenses. Coupled with the expansion in gross margin and the
absence of listing expenses, we expect the company to see substantial improvement in
its performance in FY03/15.

Undemanding valuation compared with peers: At a share price of HKD1.68, RM Group is
trading at a prospective P/E of 18.7x for FY03/15, representing a discount of 23.3% and 25.8%
to the average levels at which its international peers and its HK-listed peers are trading,
respectively.

Figure 1: Financials and valuation

FY03/13  FY03/14 FYO03/15E FYO03/16E FYO03/17E

Total revenue (HKD m) 163.8 169.7 189.9 205.1 221.6
Revenue growth (YoY) 3.1% 3.6% 11.9% 8.0% 8.1%
Gross profit (HKD m) 129.0 130.0 150.0 162.1 175.3
Gross profit growth (YoY) 2.1% 0.8% 15.4% 8.1% 8.1%
Net profit (HKD m) 39.3 (5.7) 46.2 49.3 53.3
Net profit growth (YoY) -8.8% N.A. N.A. 6.7% 8.3%
EPS (HKD cents) N.A. 1.3) 9.0 9.6 10.4
P/E (X) N.A N.A 18.7 17.6 16.2

Source: SBI China Capital, Company data
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Figure 2: Results snapshot for 1Q FY03/15 & 1Q FY03/14

1Q FY03/15 1Q FY03/14

HKD m Hkom oY Change
Revenue 47.8 32.4 47.5%
Operating profits 4.9 0.6 729.9%
Net profit attributable to shareholders 3.8 0.3 1132.8%
Net profit attributable to shareholders (adjusted for listing expenses) 3.8 0.6 551.6%

Source: Company data

Figure 3. Revenue breakdown for 1Q FY03/15 & 1Q FY03/14

Revenue breakdown 1Q FY03/15 1Q FY03/14
HKD m HKD m YoY Change (%)
Health Supplements
Proprietary brands 29.3 14.9 96.7%
Private label brands 9.1 4.9 84.5%
38.3 19.8 93.7%

Beauty supplements

Proprietary brands 8.1 8.8 -8.3%
Private label brands 1.1 3.6 -70.6%

9.2 12.5 -26.3%
Others 0.3 0.2 71.3%
Total 47.8 32.4 47.5%

Source: Company data

Figure 4. Gross margin breakdown for 1Q FYo03/15 & 1Q FY03/14

Gross margin breakdown 1Q FY03/15 1Q FY03/14
HKD m UKD m YoY Change (ppts)
Health Supplements
Proprietary brands 77.5% 75.1% 2.4
Private label brands 83.4% 82.8% 0.6
78.9% 77.0% 1.9
Beauty supplements
Proprietary brands 64.8% 66.5% -1.7
Private label brands 83.4% 73.5% 9.8
66.9% 68.6% -1.6
Others 83.9% 46.7% 37.2
Total 76.6% 73.6% 3.0

Source: Company data
Valuation

At a share price of 1.68, RM Group is trading at a prospective P/E of 18.7x for FY03/15E, which is lower than the respective
averages of its international peers and its HK-listed peers.

The company'’s international peers, including Herbalife (HLF US), Nu Skin (NUS US), USANA (USNA US), FANCL (4921
JP), and Eu Yan Sang (EYSAN SP), are on average trading at a trailing P/E of 30.8x for 2013 and a prospective P/E of 24.4x
for 2014.

As for the company’s HK-listed peers, there are six companies that are engaged in manufacturing and selling of
healthcare products in HK and China. These companies include Wai Yuen Tong (0897 HK), Tong Ren Tang (1666 HK),
Beijing Tong Ren Tang Chinese Medicine Co. Ltd. (8138 HK), CK Life Sciences International (0775 HK), Besunyen (0926
HK), and Real Nutriceutical (2010 HK). On average, these companies are trading at a trailing P/E of 19.2x for 2013 and a
prospective P/E of 25.2x for 2014.

Excluding RM Group, the above-mentioned companies together are on average trading at a trailing P/E of 25.0x for 2013
and a prospective P/E of 24.6x for 2014.

Please refer to important disclosures at the end of this report. 2
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Company Ticker mﬁ;;’; turnovgr 2013 PIE(x) 2014EP/E(x)* Phbook (x) ROE(%)  ROA (%) D"‘j(;o()'e'd Debt/Total
(HKD m) Equity
RM Group 8185 HK 865.2 15 N.A. 18.7 4.1 (5.5) 4.3) 0.0 (71.6)
International Peers
Fancl Corporation 4921 JP 6,370.2 11.1 101.9 69.5 1.1 18 16 N.A. (44.6)
Eu Yan Sang International EYSAN SP 2,238.2 0.3 19.8 19.8 2.5 13.1 5.6 N.A. 41.9
Herbalife HLF US 37,056.6 1,112.1 10.7 8.3 N.A. N.A. 19.6 1.7 (7.6)
Nu Skin Enterprise NUS US 22,366.5 608.0 8.1 11.8 3.2 404 214 2.6 (42.6)
USANA Health Science USNA US 7,019.5 74.3 13.7 12.5 3.8 31.1 223 N.A. (56.0)
Average 15,010.2 361.2 30.8 24.4 2.7 21.6 141 2.2 (21.8)
HK-listed Peers
Wai Yuen Tong Medicine 0897 HK 586.2 8.8 3.6 N.A. 0.3 9.3 74 1.5 0.3)
Tong Ren Tang Technologies 1666 HK 14,447.2 17.4 27.6 23.9 35 15.0 9.4 1.4 (54.2)
CK Life Sciences International 0775 HK 7,496.6 3.3 31.8 N.A. 1.4 46 23 0.9 57.2
Besunyen Holdings 0926 HK 847.5 0.8 N.A. N.A. 0.6 (7.5) (6.7) 0.0 (34.8)
Beijing Tong Ren Tang Chines 8138 HK 7,893.3 6.2 29.3 26.4 5.9 21.3 19.2 0.8 (70.5)
Reak Nutriceutical 2010 HK 2,302.2 4.7 3.7 N.A. 0.5 14.0 11.9 2.9 (28.4)
Average 5,595.5 6.9 19.2 25.2 2.0 9.5 7.3 1.3 (21.8)
Average of all**  9,874.9 167.9 25.0 24.6 2.3 14.3 10.4 15 (21.8)

Source: SBI China Capital, Bloomberg
*For RM Group, the prospective P/E is for FY2015 as its year end is in March.
**RM Group is not included in the average figure.

Figure 6. Per share items

FY03/13  FY03/14 FYO03/15E FYO03/16E FYO03/17E

EPS - Basic (HK cents) - 1.3) 9.0 9.6 10.4
- Diluted (HK cents) - 1.3) 8.4 9.0 9.8
BVPS (HK cents) - 32.6 37.6 42.7 48.3

Source: Company data

Figure 7. Ratio analysis

FY03/13 FY03/14 FYQ3/15E FYO03/16E __ FYO03/17E

Growth (YoY)

Revenue 3.1% 3.6% 11.9% 8.0% 8.1%
Gross profit 2.1% 0.8% 15.4% 8.1% 8.1%
Net profit -8.8% N.A. N.A. 6.7% 8.3%
Margin

Gross margin 78.8% 76.6% 79.0% 79.0% 79.1%
Operating margin 28.5% 0.3% 29.8% 30.2% 30.2%
Net profit margin 24.0% -3.4% 24.3% 24.0% 24.1%
Other Ratios

Return on asset 47.3% -3.1% 20.9% 19.3% 18.2%
Return on equity 101.8% -3.4% 23.8% 22.4% 21.5%
Valuation

P/E (x) - N.A. 18.7 17.6 16.2
P/B (x) - 5.1 4.5 3.9 35

Source: SBI China Capital, Company data

Figure 8. Income statement (HKD m)

FY03/13 FY03/14 FYO03/15E FYO03/16E FYO03/17E
HKD m HKD m HKD m HKD m HKD m

Revenue 163.8 169.7 189.9 205.1 221.6
Cost of good sold (34.8) (39.7) (39.9) (43.0) (46.4)
Gross profit 129.0 130.0 150.0 162.1 175.3
other revenue and other net income 1.3 2.7 15 2.4 25
Selling, distribution and administrative expenses (82.1) (109.4) (94.9) (102.6) (110.8)
Listing expenses & share based payment (1.6) (22.7) 0.0 0.0 0.0
Profit from operations 46.6 0.6 56.5 61.9 67.0
Finance costs 0.1) 0.1) 0.2) 0.2) 0.0)
Profit before taxation 46.5 0.4 56.5 61.8 67.0
Taxation (7.2) 6.2) (10.3) (12.6) (13.6)
Profit attributable to shareholders 39.3 (5.7) 46.2 49.3 53.3

Source: SBI China Capital, Company data

Please refer to important disclosures at the end of this report. 3
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Figure 9. Segment Financials

FY03/13  FY03/14 FYO03/15E  FY03/16E  FYO03/17E

Revenue breakdown by segments (HKD m)
Health Supplements

Proprietary brands 105.2 104.3 118.0 128.2 139.2
Private label brands 14.9 275 30.2 33.3 36.6
Subtotal 120.1 131.8 148.2 161.4 175.8
Beauty supplements

Proprietary brands 27.2 28.3 29.8 31.5 33.3
Private label brands 15.6 8.8 11.0 11.2 115
Subtotal 42.8 37.0 40.8 42.7 44.8
Others 0.8 0.9 0.9 0.9 1.0

YoY Growth (%)
Health Supplements

Proprietary brands -0.5% -0.8% 13.1% 8.6% 8.7%
Private label brands 292.3% 84.4% 10.0% 10.0% 10.0%
Subtotal 9.7% 9.8% 12.5% 8.9% 8.9%
Beauty supplements

Proprietary brands -10.1% 4.0% 5.5% 5.6% 5.7%
Private label brands -15.6% -44.0% 25.4% 2.2% 2.3%
Subtotal -12.2% -13.5% 10.2% 4.7% 4.8%
Others 56.5% 1.4% 5.0% 5.0% 5.0%

Source: SBI China Capital, Company data

Figure 10. Balance sheet (HKD m)

FY03/13 FY03/14 FYO3/15E FYO03/16E FYO03/17E
HKD m HKD m HKD m HKD m HKD m

Non-current assets

Property, plant and equipment 16.9 17.0 16.7 16.0 14.9
Integible asset 0.0 0.7 0.7 0.7 0.7
Total non-current assets 16.9 17.8 17.5 16.8 15.7

Current assets

Inventories 12.8 17.5 8.8 10.1 10.3
Trade and other receivables 32.6 25.8 36.6 30.8 42.1
Pledged bank deposit 5.0 0.0 0.0 0.0 0.0
Tax recoverable 0.0 2.2 2.2 2.2 2.2
Cash and cash equivalents 15.7 123.3 155.3 195.6 223.7
Total current assets 66.1 168.8 202.9 238.7 278.2

Current liabilities

Trade and other payables (13.2) (13.8) (22.6) (32.0) (42.2)
Secured bank loans (3.5) (2.9) (2.4) 1.9 1.9
Others (27.6) (1.3) (1.3) (1.3) (1.3)
Total current liabilities (44.3) (18.1) (26.3) (35.3) (44.9)
Non-current liabilities 0.12) 0.4) (0.4) (0.4) 0.9)
Net Asset 38.6 168.1 193.7 219.9 248.6
EQUITY

Share capital 0.0 5.2 5.2 5.2 5.2
Resenes 38.6 163.0 188.5 214.7 243.4
TOTAL EQUITY 38.6 168.1 193.7 219.9 248.6

Source: SBI China Capital, Company data

Please refer to important disclosures at the end of this report. 4
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Figure 11. Cash flow statement (HKD m)

FY03/13 FY03/14 FYO3/15E FYO03/16E FYO03/17E
HKD m HKD m HKD m HKD m HKD m

Operating activities

Profit before taxation 46.5 0.4 56.5 61.8 67.0
Adjustments for non cash items 1.0 8.4 2.4 2.8 3.1
Change in W/C (18.3) 3.6 6.6 14.0 1.3
Tax piad (28.3) (8.1) (10.3) (12.6) (13.6)
Net cash generated from operating activities 0.9 4.4 55.2 66.0 55.2
Investing activities

Purchase of property, plant and equipment (2.9) (2.0) (2.0) (2.0 (2.0)
Proceeds from sale of property, plant and equipment 2.1 0.0 0.0 0.0 0.0
Others (5.0) 4.5 0.0 0.0 0.0
Net cash generated from operating activities (5.8) 2.5 (2.0 (2.0 (2.0)
Financing activities

Proceeds from IPO 0.0 128.1 0.0 0.0 0.0
Repayment of secured bank loans (0.5) (0.5) (0.5) (0.5) 0.5)
Interests paid 0.1) 0.1) 0.2) 0.2) 0.0
Dividend paid 0.0 0.0 (20.6) (23.1) (24.6)
Others (13.6) (26.6) 0.0 0.0 0.0
Net cash generated from financing activities (14.2) 100.9 (21.2) (23.6) (25.1)
Net increase/ decrease in cash and cash equivalent (19.1) 107.7 32.0 40.4 28.0
Cash and cash equivalent athe the end of last period 34.8 15.7 123.3 155.3 195.6
Exchange rate effect 0.0 (0.1) 0.0 0.0 0.0
cash and cash equivalent at the end of the current period 15.7 123.3 155.3 195.6 223.7
Source: SBI China Capital, Company data
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SBI China Capital is a dedicated small/mid cap investment banking/ stockbrokerage house. Find our research on:
research@sbichinacapital.com, thomsononeanalytics.com, factset.com and multex.com

SBI China 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% to +10% over the next six months
SELL : absolute downside of >10% over the next six months

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

Disclosure of Interest: SBI China Capital was the IPO underwriter of the company in September 2013.

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 China Capital Financial Services Limited (‘SBI China Capital’) from sources that it believes to be reliable
but no representation, warranty or guarantee is made or given by SBI China 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 China Capital
as of the date of this report only and are subject to change without notice. Neither SBI China 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 China 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
China 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 China Capital located in such recipient’s home jurisdiction.

Copyright© SBI China Capital Financial Services Limited. All rights reserved.
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