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Executive Summary

Hong Kong, like many cities over the world has been affected by COVID-19

pandemic, tightening social distancing measures and travel banned lead to a collapse

of tourism and retail cosmetic industry. The value of sales of cosmetic retailers

plunged by almost half during 2020. Without exception, Bonjour Holdings Limited

(Bonjour) (0653 HK) has net loss -48% in 2020. COVID-19 pandemic has appeared

and spread quickly over 200 countries since December 2019. Recently high

transmissible COVID-19 pandemic delta variant spread extremely fast in the US and

India. There are still many unknowns to COVID-19, doctors expect COVID-19

pandemic will be with us for some time. Companies like Bonjour should think of the

solutions to cope with COVID-19 pandemic. This report analysis the financial

situation of Bonjour based on various financial ratio like bankruptcy index, liquidity,

efficiency and etc. Compared Bonjour’s financial ratio with its competitors Sasa

International Holdings Limited (0178 HK) and L’Occitane International SA (0973

HK) to evaluate the financial statistics of the companies. In order to understand the

corporate framework and systems of rules in Bonjour, this report will look into

corporate governance issues.

In order to cope with COVID-19 pandemic, Bonjour started to promote digital

technology to integrate online and offline channels. A project will be launched to

invest in eCommerce platform. Project stimulation will be used to calculate the net

present value, cashflow, rate of investment returns to evaluate the effectiveness of the

project. A recommendation will be provided to Bonjour to reform the corporate

governance, operational efficiency and improve value of sales.
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1. Introduction

This report focuses on business analysis on Bonjour Holdings Limited (Bonjour). The

biggest problem of Bonjour is a big drop on sales in 2020 due to COVID-19

pandemic. This is a call to have a health check of the Bonjour to respond the issue and

reform the business model to cope with COVID-19 pandemic. Analysis the financial

situation of Bonjour and compare the same with the companies in the same industry.

Suggestions and recommendations will be given to Bonjour on business future

development.

2. Background of Bonjour Holdings Limited

Bonjour Holdings Limited is one of the most leading cosmetic and lifestyle products

retail stores in Hong Kong. The first store was set up in Jordan Hong Kong in 1991,

After 30 years of expansion, currently there are 20 retail stores in Hong Kong and

Macau, also 44 stores in China and online shopping platforms overseas including

USA, England, France, Australia, Canada, Singapore and etc. Bonjour also launched

“Bonjour Life O2O” retail store, applied new technologies such as retail tech and big

data to integrate online and offline commerce.

Bonjour imported international brands and build up its own private labels products.

The Group offers more than 40,000 products, besides cosmetics, health food, skincare,

hair and body care, the company extended its product line to lifestyle products and

snacks from Korea, Japan and Taiwan to fulfill the needs of customers. The target of

the group is to cope with rapid market changes, diversified the products and build up

multi-channel services platform to customers.

In 2003, Bonjour is listed in Hong Kong stock exchange with IPO price 0.9 Hong

Kong Dollar. As of 18 August 2021, the share price is 0.168 Hong Kong Dollar,

market cap of the company is 590mio Hong Kong Dollar and issued share capital of

3,500,000,000 shares (Yahoo Hong Kong Finance website, 2021).

Bonjour is one of the most leading cosmetic company in Hong Kong and recognized

by local people and tourist. The company received lots of awards from Hong Kong

government department and public organization, including “Quality Tourism Services
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Scheme” by Hong Kong Tourism Board, “No Fakes Pledge Scheme” by Intellectual

Property Department, “Hong Kong Top Service Brand Ten Years Achievement

Award” by Hong Kong Brand Development Council. Also awards from magazine like

“Quality Life Awards” from Guangzhou Daily, “The Excellence of listed Enterprise

Awards” by Capital Weekly, “The Premier Brand in Hong Kong” by Yahoo! Hong

Kong and etc.

2.1 Industry competition

The specialty cosmetics chains market in Hong Kong is dominate by few brands, like

Bonjour and Sasa. Those companies sell international brands with big discount to

attract customers. In the past few years, they imported cosmetics from Asian countries

like South Korea and Thailand with a diverse mix at a price lower than the

international brand. Successfully attract the younger generation who usually have

lower income. Sasa has the biggest market share in the industry. As of March 2021,

there are 100 stores in Hong Kong while Bonjour has 27 stores in Hong Kong.

Before COVID-19 pandemic, Hong Kong cosmetics industry was benefit from an

influx of travelers from China under Individual Visit Scheme. Especially for the

specialty cosmetics chain like Bonjour can showcase most of the foreign brands and

different products at one store, it is a must go place for most of the travelers. However

due to COVID-19, travel ban lead to a huge decrease of travelers coming to Hong

Kong. Based on the figures from the Hong Kong Tourism Board, recorded 3.57

million tourist arrivals in Hong Kong in 2020, a decrease of 93.6% compared with

2019. All the specialty cosmetics chains transform their business from Online to

Office (O2O). According to Sasa annual report 2020/21, 16.5% of sales revenue from

online business, the online business including Sasa website, social commerce platform

and 10 third party platforms like Tmall, bigbigshop, Xiaohongshu and etc. However

Bonjour invested a lot in technology platform and devoted itself in online business.

Bonjour cooperated with Alibaba Cloud to build up customer database and cloud

database to improve the Group customer database efficiency. Also invested in a social

commerce software start-up company called EVO in Singapore. Helping Bonjour to

consolidate online sales channels, expand its business in Asian region and target to

generate synergistic effect in social commerce’s development. Bonjour HKMall(香港
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貓)which is similar to Tmall in China, offer live streaming platform to front line

salesperson to share the user experience and features of the products. It is a new trend

in selling products. The goods are sold to over 30 jurisdictions through 44 channel

platform with over 3 billion people coverage. It developed to bring Beauty, Health &

Beautiful life to customers in China and Hong Kong.

2.2 Today’s Business Environment

Tremendous hit in global economy due to COVID-19 pandemic, retail industry was

one of the industries which mostly affected. The retail sales in Hong Kong has

declined for over a year. According to Monthly Survey of Retail Sales (MRS) by

Census and Statistics Department, the value of total retail sales in December 2020

decreased by 13.2% compared with the same month in 2019.

The Consumer Price Index (CPI) examines the weighted average of prices of a basked

of consumer goods and services, such as food, medical care and transportation. It can

show the inflation and deflation of the economy. Refer to the below figure, CPI edged

down in Jul and Sept 2020 due to the second and third wave of COVID-19 epidemic

in Hong Kong. The economic conditions remained weak and there is a price pressures

on both external and domestic fronts. Under the weak economic conditions, Bonjour

facing challenges to keep the revenue and sustain the business.

Figure 1: Hong Kong Consumer Price Index (CPI) from Jan to Dec 2020

Source: Census and Statistic Department January 2021
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2.3 Company Structure

Bonjour disclosed in the annual report the corporate structure besides from the Board

and management, there are other divisions including: procurement, ecommerce,

design, advertising and promotion, research & development, operation, management

and administration, human resources, accounting and finance. As of 31 Dec 2020, the

group has approximately 500 full-time and part-time employees in Hong Kong,

Macau and mainland China, including 200 are front line employee. The staff cost is

one of the biggest expense to the group, around 130.8 million Hong Kong Dollar.

2.4 Research comparison company information

This study is used to have comparison of Bonjour, Sa Sa International Holdings

Limited (Sa Sa) (Stock code: 0178) and L’occitane International S.A. (L’occitane)

(Stock code: 0973). The 3 companies have similar nature of business, in the same

speciality retail industry, target customers and products are close to each other. (Refer

to table 1). Due to the similarity of the companies, would be meaningful to compare

their financial management and analysis the figures.

Company Name Bonjour Sa Sa L'occitane
Stock code 0653 HK 0178 HK 0973 HK
Business nature Speciality retail in cosmetic
Market value (Amount in
thousand HK$'000)1 537,423 4,717,000 38,226,000

PE 1 -1.98 -15.37 22.33

Market area China, Hong Kong
and Macau

China, Hong Kong ,
Macau, Malaysia

China, Hong Kong,
Taiwan, Brazil, United
Kingdom, France United

states and other
countries

Number of Stores2
64 stores in Hong
Kong, Macau and

China

230 stores in Hong
Kong, Macau,

mainland China and
Malaysia

Over 2,000 boutiques
worldwide

Note 1:Stock market closing date as of 20 August 2021 (Source: Yahoo Finance)

Note 2: Number of Stores as of companies annual report 2020/21

3. Bonjour’s financial analysis

This section will look into Bonjour’s financial report analysis, financial structure,

operating capacity, growth capacity, profitable capacity, market value and share

returns. Compared the financial figures of Bonjour, Sa Sa and L’occitane. Based on

the findings, will provide risk assessment and recommendation to Bonjour.
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3.1 Bankruptcy index Z-Score analysis

Z-score also known as the standard score. It is commonly used to examine and predict

the bankruptcy rate because it is easy to calculate to use as a control measure for

financial distress status of the company. Many companies using Z-score in the

balance sheet to measure the financial health of the company. According the Altman

(1968), if Z-score <1.8 means the company is in financial distress and with high

probability in going bankrupt. Another way if Z-score >3 means the company is safe

and healthy and unlikely in going bankrupt. If the Z-score between 1.8 to 3 means the

company is in grey area with a moderate chance in going bankrupt (Altman 1968).

Z-score is an indicator for investors to decide whether investing in the company or

buy the company stock or not. However there is a limitation on Z-score, the

conventional Z-score is not consider possible earnings manipulations which may

change the fundamental accounting figures and the implications on investors’

decision.

Company Name
(Amount in thousand
HK$'000)

Bonjour Sa Sa L'occitane

Financial Year 2020 2019 2018 2020/21 2020/21

Net current assets (116,549) (253,121) 38,640 731,551 (722,194)
Total assets 1,027,546 1,539,638 1,393,159 2,510,882 22,769,798
Retained earnings 138,040 402,172 565,559 1,019,824 8,395,784
EBIT (217,302) (71,449) (16,213) (385,032) 2,007,349
Stock value (HKD) 1 0.15 0.085 0.206 1.78 21.65
Number of stock 3,412,566 3,412,565 3,412,565 3,103,189 1,476,965
Total Liabilities 858,998 1,104,212 793,474 1,180,739 11,107,326
Sales 538,788 1,458,828 1,793,457 3,043,029 14,024,070

Note 1: The adjusted closing price as at year ended date is selected (Appendix D)

Zscore: Z=1.2A+1.4B+3.3C+0.6D+0.999E
A=Working Capital/Total Assets; B=Retained Earnings/Total Assets; C=EBIT/Total
Assets
D=[(Stock value X Total number of stocks)/Total Liabilities; E= Sales/Total Assets
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Company Name
(Amount in thousand
HK$'000)

Bonjour Sa Sa L'occitane

Financial Year 2020 2019 2018 2020/21 2020/21
A (0.11) (0.16) 0.03 0.29 (0.03)
B 0.13 0.26 0.41 0.41 0.37
C (0.21) (0.05) (0.01) (0.15) 0.09
D 0.60 0.26 0.89 4.81 2.88
E 0.52 0.95 1.29 1.21 0.62
Z-Score 0.24 1.12 2.38 4.51 3.11

Bonjour has 0.24 Z-score in 2020, the findings show that the insolvency index is

below 1.8 which means high probability for Bonjour in going bankrupt. However Sa

Sa an L’occitane’s Z-score above 3 which means both companies are in the safe area

and demonstrate a healthy financial status.

3.2 Financial structure

Company Name (Amount in
thousand HK$'000) Bonjour Sa Sa L'occitane

Average
of Sa Sa
and
L'oocitane

Financial Year 2020 2019 2018 2019 -2021 (3 years
average)

Fixed Asset to long term liability ratio 4.29 2.35 3.07 4.79 0.11 2.45
Current liabilities to net asset ratio 4.58 1.37 0.87 0.54 0.31 0.43
Current liabilities to stock ratio 7.94 3.17 2.22 0.93 2.67 1.80

3.2.1 Fixed Asset to long term liability ratio

Fixed Asset to long term liability ratio can measure the company’s solvency. It can

reflect the company’s ability to cover the debt by its fixed assets. The higher the result,

the better solvency of the company. The company has more fixed assets to repay the

long term debt. (Baxter and Cragg, 1970). Bonjour has repaid all the long term

liability in 2020, so the figures has been increased by 40% from 2018 to 2020.

Bonjour has a higher fixed asset to long term liability ratio than the other 2 companies.

This shows that Bonjour has strong ability to repay long term debt by fixed asset.

3.2.2 Current Liabilities to net asset ratio

Bonjour’s current liabilities to net asset ratio has been increased from 2018 0.87 to

4.58 2020. Bonjour’s current liabilities increased in 2020 because of short term bank

and other borrowings have been increased by 123%. News showing Bonjour violated
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the lease agreement and has not paid rent and management fee since Nonmember

2019, owes a total of approximately 4.03 million Hong Kong dollar (On.cc, 2020).

The increase of current liabilities maybe the reason on short term financial problem.

Compared with the 2 companies average, the ratio is 0.43 which is better than

Bonjour.

3.2.3 Current liabilities to stock ratio

As mentioned above the current liabilities of Bonjour is high but the inventories of the

company has been decreased by 48%. The drop of inventories maybe due to the

closure of stores. Bonjour closed out 13 stores from 2019 to 2020, 24 stores left at the

end of 2020. Compared with the 2 companies, the average is 1.8 which is at an

appropriate level.

The overall analysis, Bonjour has a higher current liabilities and the solvency rate is

better than other 2 companies.

3.3 Paying debt ability

Company Name (Amount
in thousand HK$'000) Bonjour Sa Sa L'occitane

Average of
Sa Sa and
L'oocitane

Financial Year 2020 2019 2018 2019 -2021 (3 years
average)

Current ratio (%) 85% 57% 107% 236% 142% 189%
Quick ratio (%) 72% 26% 62% 120% 94% 107%
Cash Ratio (%) 3% 17% 45% 59% 139% 99%
Total debt ratio (%) 84% 72% 57% 41% 145% 93%
Debt / Equity ratio 5.10 2.54 1.32 0.74 2.83 1.78
Long term debt ratio 0 0.51 0.21 0 0.88 0.44
Time interest cover ratio 5.20 1.19 0.96 (14.67) 55.24 20.29

3.3.1 Current ratio, quick ratio and cash ratio

Bonjour’s current ratio and quick ratio has been increased over 50% from 2019 to

2020. The cashflow of Bonjour is low, only 3% in 2020 while Sa a has 59% and

L’occitane has 139%. The cash liquidity is not healthy.

3.3.2 Total debt ratio

It is a ratio of total debt to total assets, the percentage of a company’s assets that are

financed by debt. Bonjour’s total debt ratio is lower than 100% means the company
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has more assets than debt, similar to Sa Sa. However L’occitane has more liabilities

than total assets, showing the company is aggressive in leveraging.

3.3.3 Debt and equity ratio

The debt to equity ratio can evaluate the financial leverage of the company. Bonjour

has the highest debt to equity ratio in 2020 because Bonjour devoted itself into large

capital project in eCommerce investment to build up technology platform. Therefore,

the ratio tends to be higher than the peers.

3.3.4 Time interest cover ratio

The ratio shows the period of a company can pay interest for outstanding debt.

L’occitane has the highest ratio 55.24 because the company is at profit and stronger

financial health. However Bonjour and Sa Sa have a lower ratio because both

companies are at loss in the recent years.

The overall analysis on paying debt ability, Bonjour has a low cash level and loss in

business. The pay debt ability is relatively low, obviously L’occitane has a more

healthy financial situation.

4. Sales and Profitability

Bonjour’s total sales proceeds plunged a lot in the past 3 years. The sales proceed

dropped -63% from 2019 to 2020 and dropped -19% from 2018-2019. Due to

COVID-19, the tourists and local domestic consumer demand decreased, the whole

retail industry in Hong Kong being affect. Based on figure 2, Sa Sa also has a drop in

sales in 2020 but smaller than Bonjour, only 47% drop. However L’occitane can keep

the revenue during COVID-19 pandemic, not much different between 2020 and 2019.
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Figure 2: Sales of Bonjour, Sa Sa and L’occitane from 2018 to 2020

Source: Enterprise annual report, 2018 to 2020

Bonjour has the worst performance, it has negative growth in the 3 consecutive years.

Surprisingly Sa Sa has a positive growth due to China’s cosmetic sales growth.

According to Xinhua news, the sales of cosmetic increased 19% from Jan to Aug

2020. Also online sales growth 9.5% year on year.

Figure 3: Sales growth rate of Bonjour, Sa Sa and L’occitane

Source: Enterprise annual report, 2018 to 2020
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4.1 Profitability of Bonjour, Sa Sa and L’occitane

Bonjour and Sa Sa both have around 30% gross profit margin. L’occitane has the

highest gross profit margin because it acquired few luxury skincare brands like Elemis

and Melvita which has higher profit margin. According to the Society of Cosmetic

Chemists in United States, luxury cosmetic brands have higher profit margin. For

example Estee Lauder, a famous cosmetic brand with average 5 year gross profit

margin 80.19%.

Company Name
(Amount in
thousand HK$'000)

Bonjour Sa Sa L'occitane

Average
of Sa Sa
and
L'oocitane

Financial Year 2020 2019 2018 2019 -2021 (3 years
average)

Net profit / loss (259,112) (131,588) (33,073) (19,135) 1,149,000 564,932
Gross profit Margin 32% 34% 35% 37% 83% 60%
Net profit margin -48% -9% -2% -5% 8% 2%

The average 3 years total asset turnover of Bonjour is 92% which is lower than the

counterpart Sa Sa and L’oocitane 123%. Higher total asset turnover ratio tends to

reflect intensive use of asset to generate sales.

The creditors’ ratio of Bonjour and Sa Sa are similar as both companies have

relatively smaller liabilities. However L’occitane has a high creditors’ ratio, it takes

205 days of average daily purchase to repay to suppliers. L’occitane’s credit risk is

higher than Bonjour and Sa Sa. Since both Bonjour and Sa Sa are at loss, the ability

on return on equity is low. However L’oocitane has 11 % on return on equity, it

shows the company is efficient in turning shareholder investments into profits.

Company Name (Amount
in thousand HK$'000) Bonjour Sa Sa L'occitane

Average of
Sa Sa and
L'occitane

Financial Year 2020 2019 2018 2019 -2021 (3 years
average)

Total Asset Turnover 52% 95% 129% 179% 67% 123%
Creditors' ratio (in days) 24 31 40 37 205 121
Return on Equity (after tax) -153% -30% -7% -12% 11% -0.5%
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The overall analysis on profitability, Bonjour is at loss in the recent 3 years. The sales

is in negative but good that the liabilities is relatively small. Bonjour should extend its

revenue income to improve the profitability.

4.2 Stock Market Prospect Analysis

The earning per share (EPS) showing the company’s profitability. Bonjour and Sa Sa

have negative earning, so the figures are negative, only L’occitane with positive EPS.

For the Price-earning ratio (PE ratio), Bonjour and Sa Sa have negative PE ratio due

to negative earnings. L’occitane has a higher PE ratio, investor needs to pay more for

each dollar of earnings. For the market-to-book ratio, Bonjour has the similar ratio

with the counterparts. This is to evaluate how much the investors are paying on each

dollar of book value of the company’s balance sheet.

Company Name Bonjour Sa Sa L'occitane
Average of
Sa Sa and
L'oocitane

Financial Year 2020 2019 2018 2019 -2021 (3 years
average)

Earning per share (HKD) (0.08) (0.04) (0.01) (0.04) 0.78 0.37
Price-earning Ratio (Times) (1.98) (2.22) (17.75) (2.37) 19.73 8.68
Market-to- book Ratio (Times) 3.04 0.67 1.17 3.17 2.18 2.68

The overall analysis on stock market analysis, Bonjour has a low PE and negative

earnings per share because the company has negative revenue.

5. Corporate Governance assessment on Bonjour

In chapter 3 we noted that Bonjour has negative revenue, low cashflow and relatively

low liabilities, the financial situation is not healthy compared with the peers. Besides

company’s balance sheet, corporate governance is important as well because the

policy incorporates the risk management, accountability, corporate strategy and

business practices (Investopedia. 2021).

5.1 The importance of corporate governance

Corporate governance is important because it can address the long-term and

short-term investments are being managed, also the fund raising option of the

company. Hong Kong Stock Exchange (HKEx) has a detailed corporate governance
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guidelines to the companies and it is transparent to investors as well. The guidelines

including corporate governance code and rules, guidance for Boards and Directors,

directors duties and etc. The guidelines can help the companies to have better control

of the company and it is a way to allow investors to understand the companies.

In the recent years, a growing recognition on the importance of corporate governance

to ensure the accurate of financial report and deterring fraud. The impact of different

corporate governance factors such as the audit committee and board of directors, it

can show the corporate prosperity and responsibility (Cohen, Krishnamoorthy and

Wright, 2010). Corporate governance is also described as a system which the

companies are controlled and managed. The key management for corporate

management to set up strategic goals, supervision of management, informing the

shareholders on the company’s performance and respond to the stakeholders.

((Kavalíř, 2005).

5.2 Corporate governance in Bonjour

Bonjour is a listed company in Hong Kong Stock Exchange, it is complied with the

HKEx corporate governance rules (CG rules). For example the role of chairman, Mr.

Chen Jianwen should be separated and not allowed to be performed by same

individual. Therefore Mr. Ip Chun Heng, William is served as both Chief Executive

Officer and Chairman as well. Also Audit Committee is formed to become a bridge

between the Board and the Company’s auditor to review and discuss the risk

management issues, internal control systems and effectiveness of external audit.

Bonjour followed the HKEx guidelines to disclose the business strategies, director’s

views and company policy detail. However, would be better to have more

transparency on operation. Bonjour devoted itself into eCommerce, its subsidiary

company Bonjour Technology Services Limited partnered with China Mobile to

combine 5G together with retail industry development. Also Bonjour partnered with

some companies in China as strategic partner to build up its business such as

Guangzhou 3861 Technology, Guangxi 3861 maternal services and etc. However the

operational detail and planning on business development are not disclosed in public

notice or annual report. A solid business plan and development can give investors and

shareholders confidence on the company.
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In the past 2 years Bonjour has been engaged in a few lawsuit on violated the lease

agreement and has not paid rent and management fee. Also one of the executive

director Ms. Chung Pui Wan together with a connected company filed a lawsuit in the

High Court to pursue a repayment of loan 44.5 million Hong Kong Dollar sued the

since Nonmember 2019, owes a total of approximately 4.03 million Hong Kong dollar

and related interest and legal cost from a company under Bonjour Group. All these

negative news affect the brand image and people’s confidence on the company.

Bonjour can disclose the detail in operation and pay attention to the crisis

management issues.

5.3 Suggestions for improvement

The corporate governance of Bonjour can be more transparent in operational

disclosure. Increase the independent directors monitoring efficiency and strengthening

the quality of board of directors and rebuild the confidence of the public and

shareholders. The negative events show that Bonjour has a poor crisis management.

Insufficient official announcement on the negative news and solution on the

operational issues. The company can consider to set up Crisis Management Team to

deal with incident management, provide solutions and response to the media. Last but

not least, the most important part is to strengthen the transparency of the company.

The financial performance of the company is weak, announce the company future

plan, development and strategies can make the public understand more about the

company and gain back the confidence from the public.
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6. Investment Project Appraisal

Bonjour implemented a new retail innovation system in the recent years, combined

online and offline channels to promote a concept of “consumption & technology”,

expanding e-commerce business. According to the executive director of Bonjour Mr.

Lam Chi Wing, the company will invest HKD 50mio in online technology platform

development and live-streaming facilities. In the future, the company will extend the

business to Greater Bay Area. Therefore a 50mio Hong Kong Dollar investment

project to set up online technology platform is proposed, a different financial ratios

will be used including Net Present Value (NPV), Payback ratio, Internal Rate of

Return (IRR) to assess the business model. (Calandro, 2009)

6.1 Information on project items

Source: Constructed by Author (Appendix B: Project for Bonjour)

Note 1: Source from Hong Kong 01 news
Note 2: Source from ServiceChannel
Note 3: Source from Statista, expected annual growth rate in ecommerce market in Hong Kong
Note 4: Source from Statista, the average EBITDA from the top 9 cosmetic brand
Note 5: Source from Bonjour 2018-2020 Annual reports

6.2 Computing Tax Cost

Source: Constructed by Author (Appendix B: Project for Bonjour)

Project Cost

Amount
in
thousand
HK$'000

Remarks

Equipment cost to build up
eCommerce 48,500 Investment amount in eCommerce technology platform 1

Maintenance cost 1,500 3% maintenance cost of technology facilities 2

Total Cost 50,000
Remaining Basic Information Remarks

Sales growth rate 10.50% 10.5% expected annual growth rate (CAGR 2021-2025) of the
revenue in e-commerce market3

WACC 3.37% Appendix A

EBITDA (%) 18% EBITDA of the leading cosmetics companies worldwide in
20214

Operating period (days) 102 (Bonjour 2020)5
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6.3 Cashflow calculation

Source: Constructed by Author (Appendix B: Project for Bonjour)

Note 1: Year 1 working capital calculation: Sales/365 days =35mio/365= 95,950
Year 2-10 working capital calculation: the previous year working capital x (1+ Sales growth rate 10.5%)

Note 2: Assumed the expenditure to pay for annual maintenance cost 1.5mio/5 years= 300,000 per year
Note 3:Cashflow rate after 5 years, using the assumed ultimate growth rate (Figure 2)

6.4 ARR and NPV calculation

ARR (Amount in
thousand HK$'000)

Total income for 15 years 46,931.37
Average profit 3,128.80
Initial cost (B) 50,000.00
ARR 6.3%

Source: Constructed by Author (Appendix C: Calculation on ARR, NPV, Payback period and IRR)

Year Cashflow PV
Initial cost -50,000

1 5,907.87 5,715.16
2 6,559.70 6,138.72
3 7,279.97 6,590.53
4 8,075.86 7,072.57
5 8,955.33 7,586.94
6 9,863.58 8,083.83
7 10,757.50 8,528.86
8 11,745.29 9,008.25
9 12,836.80 9,524.24

10 14,042.91 10,079.24
11 15,375.67 10,675.83
12 16,848.36 11,316.77
13 18,475.69 12,005.01
14 20,273.89 12,743.72
15 22,260.89 13,536.26

NPV= all cashflow for 15 years - initial cost: 88,605.95
Source: Constructed by Author (Appendix C: Calculation on ARR, NPV, Payback period and IRR)
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6.5 Payback period and IRR

Payback period (Amount in thousand HK$'000)

Year 1 to 15 Profit 46,931.37
Initial cost 50,000

Payback period 76 months / 6 Years and 4 months

IRR 17.60%
Source: Constructed by Author (Appendix C: Calculation on ARR, NPV, Payback period and IRR)

6.6 Investment appraisal
Based on the above project analysis result, the investment project on online

technology platform for the payback period is 6 years and 4 months and net present

value is positive value. To conclude, the project investment appraisal is at positive

return and it is a great tool to expand the online market. Ecommerce sales and online

technology platform is very popular in the recent years. According to Statista 2020, in

Hong Kong ‘the revenue is expected to show an annual growth rate (CAGR

2021-2025) of 10.5%, resulting in a market volume of US$11,308 million by 2025.” It

shows a prosperous future for ecommerce business.

6.7 New project appraisal methods for analysis

i. Investment return: According to Statista (2020), the revenue in ecommerce market

in Hong Kong is high and will have an average stable return of 10.5% and due to

COVID-19 pandemic the annual growth rate would be even higher. Therefore, 10.5%

investment return applied in the whole project.

ii. 15 years project: The project’s timeline was set in 15 years because ecommerce

platform updates regularly. It is a medium term investment and after 15 years will

review the value of the projects and reset the target.

iii. ARR: 6.3%, of the total accounting return for a project which is higher than the

Weighted Average Cost of Capital (WACC) 3.37% of the company. This shows that

the project is worth pursuing. However the limitation on ARR is assumed the

projected cost and revenues are realistic and take no account of the time value of

money.
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iv. NPV: The NPV is positive 88 million Hong Kong Dollar which means it is a

money making project. It shows the intrinsic value, investment security, capital

project and etc which involves cash flow (Corporate Finance Institute, 2021).

v. IRR: Higher IRR means the greater the amount exceeds the cost of capital and

higher net cash flow. The project has 17.6% which exceeds the cost of capital.

However some limitation on IRR such as it ignored the economies of scale, different

terms of project is not considered, impractical implicit assumption when calculating

the IRR (Finance Management, 2012).

6.8 Work plan schedule

Gantt chart is introduced to have a systematic plan on the project. It is invented by

Henry Gantt (1861-1919), a clear picture to show the dependency relationships

between current schedule status and activities. On the left hand side of the chart list

out the activities. Top of the chart showing suitable time scale while right hand side of

the chart showing the responsible departments.

6.9 Suggestion for cashflow of the project
To launch a new ecommerce project, liquidity and cash flow are necessary. Based on

Bonjour’s annual report 2020, the company with reserves of HKD 138mio. The

reserves can be used for cash flow or funding for the project.

Bonjour investment Project Overview

Week 1-2 Week 3-4 Week 5-6 Week 7-8 Week 9-10
New Product ideas Business /Marketing
Strategy Generation Marketing / Development
Concept Implementation Marketing
Business Analysis Business /Marketing
Product Development Business /Marketing
Market evaluation Marketing
Advertising and promotion Marketing / Business
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6.10 Financing methods

Financing methods for the projects:

i. Issuance of new bonds 50 million Hong Kong Dollar which announced on 2 Aug

2021. The tenor of the bond is 2 years with 9% coupon annually, coupon distribution

semi-annually. The purpose of bond issuance is for general corporate purposes. Bond

issuance is a good way to strengthen the financial situation of the company.

ii. Use the reserve of HKD 138mio for the project investment. This method is subject

to whether the company has designated use on the reserves as the purpose of the

reserve was not mentioned in the annual report 2020.

iii. Bank loan financing for refinance the project. However the company with negative

news and consecutive loss in the past 3 years. Bank will impose high loan rate for the

loan.

iv. Sales of assets, Bonjour sold the shops in Tsuen Wan in June 2021 with sale

proceeds HKD 110mio. The sales proceed were used for repay bank loans,

operational expenses and development. A frequent sales of assets may give public and

investors a bad impression of the company.

To conclude, the issuance of 2 years bond would be the most appropriate financing

methods.

7. Recommendations and audit program

i. Promote online business globally: Bonjour focus on China and Hong Kong

market on its ecommerce business, it can consider to promote the ecommerce

business to Europe and United States. Online technology platform has no boundary.

Bonjour focus to partner with China companies such as China mobile and Guangzhou

3861, it can extend the partnership with companies in other countries like United

States and Europe to attract more customers.

ii. Minimize operation cost: Cash flow is important for Bonjour. Rental is the most

expensive operational expenses in Hong Kong. Bonjour can review the revenue of

each stores to close down those non profitable stores to minimize the cost.
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iii. Ecommerce digital coupon marketing strategies: Coupons and discounts are

always the attractive ways in marketing to boost the sales amount and the loyalty of

the customers. Besides, by using digital coupon in ecommerce platform, the company

can obtain data from customers such as email address, personal detail and shopping

habit. These data is very valuable.

iv. Operational governance: Bonjour has a negative image due to the lawsuit and

poor crisis management. A more transparent in operational disclosure is an immediate

action in the audit program. Also the set up of Crisis Management Team is necessary

to deal with incident management. Suggested to launch these 2 measures in Q1. For

Q3-Q4, the company can develop the ecommerce platform and set up business

strategies.

8. Conclusion
Bonjour is a Hong Kong local brand with origin and long history in Hong Kong, the

company with lots of support from Hong Kong people and it is well known cosmetic

company among tourists. Due to COVID-19 pandemic makes the company with a big

drop on revenue in the past few years. With the comparison with the peers Sa Sa and

L’occitane, found that Bonjour is behind the industry standard. The amount of

revenue, cash flow and liquidity are the worst among the peers. Bonjour is working

hard to transform the business to online technology platform. With strategic

partnership with technology companies, would be easier for the company to gain the

data from technology world and build up the platform. Besides, with the

implementation of vaccine passports, a verifiable proof of vaccination record, hope

the travel ban can be removed and the tourists can travel around. With more tourists

visit, the retail sales in Hong Kong would be going up and the retail stores would be

benefit.
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Appendix A:WACC calculation for Bonjour
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Appendix B: Project for Bonjour
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Appendix C: Calculation on ARR, NPV, Payback period and IRR
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Appendix D: Bonjour, Sa Sa and L’occitane adjusted closing price as of year
ended date

1. Bonjour adjusted closing price as of 31 Dec 2020

2. Bonjour Adjusted closing price as of 31 Dec 2019

3. Bonjour adjusted closing price as of 31 Dec 2018

4. Sa Sa adjusted closing price as of 31 Mar 2021
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5. L’occitane adjusted closing price as of 31 Mar 2021
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Appendix E: Bonjour consolidated statement from 2018 to 2020
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