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Walker Group Holdings Limited [Stock Code: 1386]

Joint Global Coordinators, Joint . Taifook Securities DBS
Bookrunners and Joint Lead Managers

Sole Sponsor . Taifook Capital

Sector . Retailing

Business : Sales of footwear products

Total share offer: 150,000,000 shares Business of Walker Group

(25.0% of the enlarged share capital) Walker Group mainly engages in the design and

Public Offer: 15,000,000 shares (10%) §ales pf a diversified range of footwear products,
_ including casual, smart casual and sports casual

Placing: 135,000,000 shares (90%) footwear, in Hong Kong and the Mainland China.

Gr.eenshoe: 22,500,000 shares Since its establishment in 1990, Walker Group

Price: HK$3.18 — HK$3.86 per share has developed an extensive sales network in

h
Market Cap: HK$1.91 billion — HK$2.32 billion Hong Kong and the PRC. As of 18" May 2007,

the Group has 393 self-managed sales points,

FY2006/07 forecast PER: 17.5x to 21.2x including 56 in HK and 337 located in more than

Adjusted NTA per share: HK$1.01 — HK$1.18 55 cities and 23 Mainland provinces. Walker

Staffing: 2,628 (as of 18" May 2007) Group also has 7 franchised concessions in
Taiwan operated by the Taiwan franchisee, Vivid

HK Public Offer period: Footwear.

28" May 2007 — 31% May 2007 noon Sales points of Walker Group can be categories

into two kinds, namely multi-brand sales points

Receiving bank: Standard Chartered Bank (HK) and specialty sales points. The multi-brand sales

Share registrar: Tricor Investor Services Limited points are operated under the name of WALKER
SHOP, which mainly sell a diversified range of
Listing date: 7" June 2007 footwear products. The specialty sales points are

operated under one single in-house brand or a
licensed brand.

Major Shareholders after Listing (Assuming the over-allotment option is not exercised)

Smart Presto, a company 90% owned by the chairman Mr. Huang and 10% by his wife Ms.

Chan. Ms Chan is also an executive director of Walker Shop. 74.79%
The Group’s senior management and employees 0.21%
ITOCHU Corporation 1.25%
Gaoling Yali Fund, L.P. — 98% owned by Yale University, USA 2.00%
Public investors 21.75%

100.00%

This report has been prepared solely for information purposes and we are not soliciting any action based upon it. Neither
this document nor its contents shall be construed as an offer, invitation, advertisement, inducement or representation of
any kind or form whatsoever. The information is based upon information, which we consider reliable, but accuracy or
completeness is not guaranteed. Opinions expressed herein are subject to change without notice. At time of this report,
East Asia Securities Company Limited has no position in securities of the company or companies mentioned herein, while
its group companies may from time to time have interests in securities of the company or companies mentioned herein.
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Use of Proceeds

Net proceeds from the offer are estimated to be HK$486 million (Assuming an offer price of HK$3.52,
being the mid-point of the indicative offer price range, and the over-allotment option is not exercised)

HK$ million

For setting up the franchised sales points and self-managed sales points 322

For setting up the specialty sales points of “ACUPUNCTURE” in Hong Kong and the 76

PRC and “PINK PANTHER” in Hong Kong

For strengthening the product design and development capacity 12

For upgrading the existing management information system 12

For marketing and promotional activities 24

For general working capital 40
Financial Highlights

Year ended 31° Mar 8 months ended 30" Nov
(HKD ‘000) 2004 2005 2006 2005 2006
[Turnover 356,493 466,377 528,605 332,172 395,944
Gross profit 202,047 274,191 337,108 212,081 267,631
Operating profit 27,084 52,189 70,572 43,908 68,122
Attributable profit to shareholders 20,698 39,229 53,895 33,044 52,228
Gross profit margin 56.7% 58.8% 63.8% 63.8% 67.6%
Operating profit margin 7.6% 11.2% 13.4% 13.2% 17.2%
Net profit margin 5.8% 8.4% 10.2% 9.9% 13.2%
Turnover Breakdown by Geographical Areas
Year ended 31° Mar 8 months ended 30™ Nov

(HKD ‘000) 2004 2005 2006 2005 2006
Hong Kong 252,572 276,914 259,190 164,797 187,126
Mainland China 103,921 188,840 268,129 166,508 204,478
Others - 623 1,286 867 4,340
Total 356,493 466,377 528,605 332,172 395,944

Strengths/Opportunities

v

v

The Group has an extensive sales network in China, with 337 sales points located in 23 provinces
covering major cities and municipalities like Beijing, Shanghai, Tianjin, Chongging, Guangzhou,
Shenzhen, Wuhan, Hangzhou, etc. The Group also has presence in major Mainland department
stores like Parkson Department Store, New World Department Store Wangfujing Department Store,
Beijing Hualian Department Store, etc. The well-established retail network should enable the Group to
ride on booming consumer spending in China.

The Group does not own any production facilities. Such strategy should allow the Group to focus its
resources on product design, brand building as well as logistics management.

Weaknesses/Threats

X

The Group does not own any premises of its sales points. A sharp jump in rentals as well as
concession fees paid to department stores may significantly affect the Group’s profit margin. For the 8
months ended Nov 2006, rental expenses and concession fees accounted for 28.8% of the Group’s
total turnover, up from 27.8% in FY2005/06 and 25.7% in FY2004/05.

Recommendation: Trading Buy
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Important Disclosure / Analyst Certification / Disclaimer

This document is published by East Asia Securities Company Limited, a wholly-owned subsidiary of
The Bank of East Asia, Limited (BEA).

The research analyst primarily responsible for the content of this report, in part or in whole certifies
that the views on the companies and their securities mentioned in this report accurately reflect his/her
personal views. The analyst also certifies that no part of his/her compensation was, is, or will be,
directly, or indirectly, related to specific recommendations or views expressed in this report.

This report has been prepared solely for information purposes and has no intention whatsoever to
solicit any action based upon it. Neither this report nor its contents shall be construed as an offer,
invitation, advertisement, inducement or representation of any kind or form whatsoever. The
information is based upon information, which East Asia Securities Company Limited considers
reliable, but accuracy or completeness is not guaranteed. Information and opinions expressed herein
reflect a judgment as of the date of this document and are subject to change without notice. Any
recommendation contained in this report does not have regard to the specific investment objectives,
financial situation and the particular needs of any specific addressee. This report is not to be taken in
substitution for the exercise of judgment by respective readers of this report, who should obtain
separate legal or financial advice. East Asia Securities Company Limited and / or The BEA Group
accepts no liability whatsoever for any direct or consequential loss arising from any use of this report
or further communication given in relation to this report.

At time of this report, East Asia Securities Company Limited has no position in securities of the
company or companies mentioned herein the report, while BEA along with its affiliates and/or
persons associated with any of them may from time to time have interests in the securities mentioned
in this report. BEA and its associates, its directors, and/or employees may have positions in, and may
effect transactions in securities mentioned herein and may also perform or seek to perform broking,
investment banking and other banking services for these companies.

BEA and/or any of its affiliates may beneficially own a total of 1% or more of any class of common
equity securities of the subject company or companies mentioned in this report and may, within the
past 12 months, have received compensation and/or within the next 3 months seek to obtain
compensation for investment banking services from the subject company or companies mentioned in
the report.

This document is not directed to, or intended for distribution to or use by, any person or entity who is
a citizen or resident of, or located in, any locality, state, country or other jurisdiction, publication,
availability or use would be contrary to law and regulation.




