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Abstract

Semir Garment is the leading brand, which consists two major garment
components--Teenagers casual garment brand and children’'s garment brand in China.
The company Owns “ Semir” and “Balabala’ two Garment brand, of which, Semir is
the top 2 brand of casual garment in China and Balabala is the top 1 brand of the
children's garment brand in China. However in the year of 2012, Semir Garment
encountered operating difficulties. “Does Semir Garment still have long-term
investment value in the future.” is the main topic of this paper.

Based-on the industry analysis, competition pattern analysis and the
operational and financia analysis of the company itself, the paper uses three
evaluation methods to estimate Semir Garment's intrinsic value.

The main conclusions are as follow:

1. With the pressure of economy structure adjustment, in the future, the garment
industry's growth rate would be slow down. It means that a purely external
expansion mode will gradually come to an end for the local garment firms.

2. Compare to the Teenagers casual garment market, children's wear market in
China dtill at its infant, and the market potential is very large. However there are
more and more competitive garment brand on the domestic children's wear market
therefore local brands will face increasingly intensive competition.

3. Despite of short-term pressure on the operation, Semir Garment, as a
leading company of adult's casual wear and children's wear of domestic China
market, its endogenous growth will continue to be the driving force to provide the
long term development if the firm successfully get rid of the reliance on extension of
the expansion mode, strengthen brand power with product development and design,
successfully transition from extensive management to fine management.

4. Expected prime operating revenue income growth rate of the firm in the

year of 2012-2014 is -11%, 12% and 11% respectively. The net profit growth would



be -36.3%, 11.4% and 13.3%.

5. Combining P/E evaluation with DCF evaluation, we believe that the
reasonable share price of Semir should be around RMB 19.5 Yuan to 26.69Yuan. As
at 8th March of 2013, the closing price of the company's share was RMB 21.65 Yuan,
i.e. 23.3% upside to the upper limit of 26.69 Yuan. But the upper limit is derived
from DCF model which givestheintrinsic enterprise value in the long-term.

In consideration of the valuation of its main competitors in the short-term, we
believe that the current share price of Semir is within a reasonable range, and
reiterate our “neutral” rating on Semir due to lack of solid fundamental basis. In the
following days, it is necessary to closely track Semir’s inventroy process and
business adjustment. We will revise our view and evaluation when necessary.

Key words: Semir clothing; apparel industry; Investment value
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