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Expecting a stronger 2H18 
 
SINGAPORE | E-COMMERCE| 1H18 RESULTS 

 Revenue and net profit in 1H18 weaker than expected. 
 Gross margin improved from 41% to 45% and expected to remain firm. Maiden 

revenue contribution from Faire Leather at US$0.5m. 
 Maintain BUY with a lower target price of S$0.61 from S$0.70. We lowered of FY18e 

earnings by 18%.  
 

Results at a glance 

US$000 1H18 1H17 YoY(%) Comments

Revenue 9,293 7,296 27.4% Growth is attributed to the onboarding of new book publishers

Selling & 

distribution expense

-2,438 -1,603 52.1% The increase is due to the spending in distrubution networks & 

the higher selling expenses through online marketplaces

Profit after tax 143 -129 N.M. Despite turning profitable, earnings took a hit by the spike in 

expenses related to expansion initiatives  

Source: Company, PSR  
 
The Positives 
+ Gross margins improved and to hold steady. 1H18 incorporated the sales of new book 
publishers. The coming is cautiously ramping up the sales from these new publishers.  We 
believe the company has yet to achieve economies of scale from the new publishers. 
Despite this, the group has managed to achieve a 45% gross margin from 41%, which 
suggests further upside to margins. Books account for 70% of total revenue. 
 

+ Strong demand for FaireLeather products. Faire Leather accounted for half a million in 
revenue in 1H18. Faire Leather was overwhelmed by the demand for their products. This 
resulted in some supply chain issues and longer fulfilment times. However, the supply 
constraint should improve in 2H18 and we expect Faire Leather to contribute even more in 
the future. There was encouraging sales from another crowdfunding launch in Taiwan. 
 

The Negatives 
-  Revenue weaker than expected. The group was conservative in the inventory levels of 
their new book publishers. As a result, there was a slowdown in inventory turns. 
Furthermore, there is also the seasonality of book sales, where 2H is typically stronger.  
 

- Spike in expenses. Selling & distribution expenses increased 52% attributed mainly to the 
distribution costs from onboarding new book publishers. These costs are associated with 
expansion of logistics and distribution networks in the UK. We were told that the 
expansion were required for consolidation of the new books. Admin expenses increased 
US$0.3m due to the start-up costs relating to the development of the AORA platform and 
another US$0.2m for a new subsidiary created for the design of more innovative products 
(e.g. toys and exercise products).   
 

Outlook  
We remain positive for the 2H18, some of the drivers to sales include (i) Book sales are 
seasonally stronger in August & September; (ii) We expect higher inventory turns from 
their new publisher customers; (iii) The new collaboration with Beast Kingdom Co Ltd 
(official licensee for Disney products); (iv) Launch of new innovative products (sold via 
crowdfunding channels).  
 

Maintained BUY with a lower target price of S$S0.61 
We maintained our BUY recommendation with a lower target price of S$0.61. Our lower 
target price is due to the 18% downward revision of our FY18e earnings.  
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Financials

Income Statement Balance Sheet

Y/E Dec, USD '000 FY15 FY16 FY17 FY18e FY19e Y/E Dec, USD '000 FY15 FY16 FY17 FY18e FY19e

Revenue 8,870   12,107 14,213 23,877 33,667 ASSETS

Gross Profit 4,311   5,318   5,942   11,103 15,487 PPE 1,572   1,524   1,342     1,498   1,596   

EBITDA 1,753   1,778   (1,140)  3,389   5,085   Others -        -        213        351       461       

Depreciation & Amortisation 105       102       124       157       193       Total non-current assets 1,572   1,524   1,556     1,849   2,056   

EBIT 1,648   1,676   (1,228)  3,295   4,983   Accounts receivables 848       819       1,204     2,018   2,781   

Net Finance Inc/(Exp) (21)        (23)        (20)        (48)        (67)        Cash 733       938       883        4,501   6,400   

Profit before tax 1,940   1,843   (972)     3,570   5,183   Inventories 1,032   2,632   6,060     4,124   5,683   

Taxation (193)     (197)     (22)        (536)     (777)     Amt due from a director 898       -        -         -        -        

Net profit before NCI 1,747   1,646   (994)     3,035   4,405   Total current assets 3,511   4,389   8,147     10,643 14,864 

Non-controlling interest 76         113       (118)     12         18         Total Assets 5,083   5,913   9,703     12,492 16,921 

Net profit, reported 1,671   1,533   (876)     3,022   4,388   

LIABILITIES

Accounts payables 530       1,609   1,934     2,323   3,254   

Per share data (USD Cents) Short term loans 31         25         37           37         37         

Y/E Dec FY15 FY16 FY17 FY18e FY19e Amt Due to Directors 68         308       -         -        -        

EPS, reported 0.82      0.75      (0.43)    1.47      2.14      Tax payable 220       407       400        400       400       

DPS -        -        -        0.29      0.43      Total current liabilities 849       2,349   2,371     2,760   3,691   

BVPS -        1.18 3.04 4.15 5.86 Long term loans 970       939       943        913       883       

Deferred tax l iabilites 16         16         31           31         31         

Per share data (SGD Cents) Total non-current liabilities 986       955       973        943       913       

Y/E Dec FY15 FY16 FY17 FY18e FY19e Total Liabilities 1,835   3,304   3,344     3,704   4,604   

FX rate (USD/SGD) -        1.44      1.31      1.37      1.35      

EPS, reported -        1.08      (0.56)    2.02      2.89      EQUITY

DPS -        -        -        0.40      0.58      Non-controlling interests 114       247       278        290       307       

BVPS -        1.70      3.98      5.68      7.91      Shareholder Equity 3,134   2,362   6,081     8,499   12,009 

Cash Flow Valuation Ratios

Y/E Dec, USD '000 FY15 FY16 FY17 FY18e FY19e Y/E Dec FY15 FY16 FY17 FY18e FY19e

CFO P/E (X) -        -        (78.7)      21.8      15.2      

Profit before tax 1,940   1,843   (972)     3,570   5,183   P/B (X) -        -        11.1       7.7        5.6        

Adjustments 54         122       1,274   204       260       EV/EBITDA (X) -        -        (45.5) 13.2 8.7

WC changes (1,306)  657       (3,495)  1,512   (1,391)  Dividend Yield 0.0% 0.0% 0.0% 0.9% 1.3%

Cash generated from ops 688       2,622   (3,193)  5,286   4,051   Growth & Margins 

Tax paid -        (10)        (15)        -        -        Growth

Others -        -        9           (536)     (777)     Revenue 36.5% 17.4% 68.0% 41.0%

Cashflow from ops 688       2,612   (3,199)  4,751   3,274   EBITDA 1.4% -164.1% N.M. 50.0%

CFI EBIT 1.7% -173.3% N.M. 51.2%

CAPEX, net (20)        (55)        (86)        (250)     (200)     Net profit, adj. -8.3% -157.2% N.M. 45.2%

Others -        -        (250)     (200)     (200)     Margins

Cashflow from investments (20)        (55)        (335)     (450)     (400)     Gross margin 48.6% 43.9% 41.8% 46.5% 46.0%

CFF EBITDA margin 19.8% 14.7% -8.0% 14.2% 15.1%

Share issuance, net 57         143       5,530   -        -        EBIT margin 18.6% 13.8% -8.6% 13.8% 14.8%

Loans, net of repayments -        -        -        -        -        Net profit margin 18.8% 12.7% -6.2% 12.7% 13.0%

Dividends (109)     (2,432)  (600)     (604)     (878)     Key Ratios

Interest paid (21)        (23)        (20)        (48)        (67)        ROE (%) 53.3% 55.8% -20.8% 41.5% 42.8%

Others (373)     (27)        (1,454)  (30)        (30)        ROA (%) 32.9% 27.9% -11.2% 27.2% 29.8%

Cashflow from financing (446)     (2,339)  3,456   (682)     (975)     

Net change in cash 222       218       (78)        3,619   1,899   

Effects of exchange rates 3           (13)        22         -        -        Net Debt / (Cash) 268 26 97 (3,552) (5,481)

CCE, end 733       938       883       4,501   6,400   Net Gearing (X) 0.0% 0.0% 0.0% Net Cash Net Cash

Source: Company, Phillip Securities Research (Singapore) Estimates

*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.  
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Total Returns Recommendation Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutra l 3
-5% to -20% Reduce 4
<-20% Sel l 5

We do not base our recommendations  entirely on the  above quanti tative 

return bands .  We cons ider qual i tative factors  l ike (but not l imited to) a  s tock's  

ri sk reward profi le, market sentiment, recent rate of share price appreciation, 

presence or absence of s tock price catalysts , and speculative undertones  

surrounding the s tock, before making our fina l  recommendation 
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s licence under the 
Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may 
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in 
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from 
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or 
implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this 
report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to 
supply any corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time 
without prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available 
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for 
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all 
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent 
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be 
considered to be a disclosure of all risks or a complete discussion of such risks.  

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this 
report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but 
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and 
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or 
investment services to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, 
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. 
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars 
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the 
investment.  

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise 
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, 
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons 
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this 
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or 
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of 
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.  

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any 
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a 
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the 
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.  

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities 
Research may determine in its absolute discretion. 
 
IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES 
Where the report contains research analyses or reports from a foreign research house, please note: 

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge 
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection with, the 
analyses or reports; and 

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert 
investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports. 

 
 


