
May 9, 2011 

Dear Clients, Partners, and Friends, 

The results for South Ocean Management’s Delaware LP, Kong Partners’ L.P., before 
incentive fees, were as follows: 

Apr 2011 Year-to-Date 

 4.3% - 2.0%
 0.8% 3.0%

Hong Kong Partners LP *
 Hang Seng Index **
BNP Peregrine Greater China Index 
MSCI HK Small Cap Index 

 0.9% 
 4.0% 

2.8%
1.6%

Partners’ NAV for April $3.4265   after management fee, but before annual incentive fees of 15% on appreciation. 

Our portfolios of Hong Kong-listed stocks with operations geared towards China gained 
slightly last month.  We visited 18 companies in April, primarily new ideas, but made few 
overall changes to our portfolios.   

We added apparel retailer, Bossini (hk code, 592, HK$1.376 million market cap) to our 
holdings.  Our associate, Percy Au-Young, summed our thoughts of this widely recognized 
local retailer as follows: 

Like retailer Hang Ten, Bossini is one of only 2 companies reporting a loss in China 
operations but has the ability to turnaround that segment of its business. Hang Ten's 
success in Korean and Taiwan has proven its capability as a successful retailer.  Bossini has 
a strong position in Hong Kong.  Including exports, Bossini's revenue and profit in this 
market matches that of market leader Giordano. 

Hang Ten's loss in China is due to its late start, with only 123 stores.  It has not reached 
critical mass.  Bossini is different as it has 785 stores in the mainland and its loss was due 
to several management mistakes. First, previous management ran the company in an old 
fashion way, allocating resources only to the most profitable divisions. Therefore, when 
China started to make a loss, they cut the marketing budget and other supports, which 
made the situation worse. Second, they launched the high end lady wear line "Bossini 
Style" with an unclear image and positioning, and it was not well received by the market. 

Things changed drastically when Edmund Mak become CEO last October.  He has 20+ 
years experience in financial management, holds North American academic and 
professional qualifications, and was Wumart (8277)'s Chief Accountant previously, and 
thus knows the China market well. He brought US management style into Bossini during 
the past six months, improving IT and cost controls, raising operating efficiencies.  At the 
same time, he views China as the most important market and will concentrate in its 



 
 

expansion. In particular, to address the problem with "Bossini Style", this summer the 
brand will be re-launched with a new image and new name. 
 
Interim profit FY6/11 reached HK$73mn, +45%, EPS 4.5 cents. If not because of the late 
winter, the results should have been even better. Full year profit should top $145mn, or 9 
cents EPS, +60% y-o-y. Based on a recent share price of $0.91, P/E of 10x is inexpensive. 
Giving it two years, assuming China business turnaround from a $20mn loss to a $50mn 
profit (by then sales should have reached $1bn, so 5% net margin is not demanding), + 
other businesses' contribution rising at 8% p.a., FY6/13 profit should reach $240mn, or 15 
cents/share. Second half of next year share price should reflect this forecast.  At 12x P/E, 
the stock should hit $1.80 in 18 months. 
 
Bossini's attractiveness is more than just a cheap valuation. Its hidden trump card is the 
kids wear business "bossini kids". This business is a profitable leading brand in Hong Kong 
but nascent in China, and it is also a key focus of management going ahead.  Leading kids 
wear retailer Boshiwa (1698) had sales and profit of RMB 1.4bn and RMB250mn last year, 
and now has a market cap of HK$11bn.  If bossini kids builds up to just 1/4 the size of 
Boshiwa, this division alone is worth HK$2.8bn, or $1.73/sh of Bossini. Over time, Bossini 
can be a "Multibagger" as described by Peter Lynch.  
 
With 300 million middle class people throughout China, and no kid’s retailer to speak of, 
there is plenty of demand for goods that address this niche market.  
 
Our portfolios’ weighted average price/earnings ratio on this year’s expected earnings 
remains at a very cheap 4.8x, average return on equity is 19.4% and average price to book 
value is 1.1 times.  We have 6% cash or, in other words, a confident stance in the outlook 
of our holdings.   

Sincerely, 

 
 
Brook McConnell  
President   
Email: brook@south-ocean.com Website: www.south-ocean.com  
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http://www.south-ocean.com/


*Hong Kong Partners LP risk disclaimer:

 Hong Kong Partners LP (The “Fund”) primarily invests in the Hong Kong equity market with a Greater China focus. 

 The Fund invests in China-related companies which involve certain risks not typically associated with investment in more developed markets, such as greater political, tax, economic, foreign exchange, liquidity 

and regulatory risks. 

 The Fund is also subject to concentration risk due to its concentration in Hong Kong, particularly China-related companies. The value of the Fund can be extremely volatile and could go down substantially within a 

short period of time. It is possible that a substantial value of your investment could be lost. 

 You should not make investment decision on the basis of this material alone. Please read the explanatory private placement memorandum for details and risk factors. 

**Index Descriptions: The Hang Seng Indexes are a widely recognized capitalization-weighted indexes that measures the 
performance of the three largest-capitalization sectors of the Hong Kong stock market in descending order.  The Hang Seng Index 
measures the largest 52 market capitalized listed companies in Hong Kong’s stock market.  The Hang Seng Mid Cap Index 
represents the next 193 largest capitalized listed companies, the Hang Seng Small Cap Index represents the next 187 largest 
capitalized listed companies in Hong Kong. 
The MSCI HK Small Cap Index is a free float-adjusted market cap weighted index designed to measure the performance of small 
cap equity securities in the bottom 15% of equity market capitalization in Hong Kong. With 69 constituents, the index represents 
approximately 14% of the free float-adjusted market capitalization of the Hong Kong equity universe. 
The Hong Kong Partners LP (HKP) is benchmark agnostic and its corresponding portfolio may have significant noncorrelation to any 
index.  The portfolios may invest in all sectors (within and/or on other stock markets) and the composition of securities in the 
portfolio may change periodically depending on market conditions at the time.  Securities in the portfolio will not match those in any 
index.  
Index returns are generally provided as an overall market indicator. You cannot invest directly in an index. Although reinvestment of 
dividend and interest payments is assumed, no expenses are netted against an index’s returns. Index performance information was 
furnished by sources deemed reliable and is believed to be accurate, however, no warranty or representation is made as to the 
accuracy thereof and the information is subject to correction. 
Before investing you should carefully consider the Partnership’s investment objectives, risks, charges and expenses. This and other 
information are in the prospectus, a copy for Accredited Investors may be obtained by inquiring to info@south-ocean.com.  Please 
read the prospectus carefully before you invest. 
The principal risks of investing in HKP: Equity Securities Risk. The value of the equity securities the Fund holds may fall due to 
general market and economic conditions.  Foreign Securities Risk. Investments in the securities of foreign issuers involve risks 
beyond those associated with investments in U.S. securities. Industrials Sector Risk. Companies in the industrials sector may be 
adversely affected by changes in government regulation, world events, economic conditions, environmental damages, product 
liability claims and exchange rates.  Consumer Discretionary Risk. Companies in this sector may be adversely impacted by changes 
in domestic/international economies, exchange/interest rates, social trends and consumer preferences. Information Technology 
Sector Risk. Information technology companies face intense competition, both domestically and internationally, which may have an 
adverse effect on profit margins. Detailed information regarding the specific risks of Hong Kong Partners LP can be found in the 
prospectus. Additional risks of investing in HKP include equity, market, management and non-diversification risks, as well as 
fluctuations in market value and NAV. An investment in a private limited partnership is subject to risks and you can lose money on 
your investment in the limited partnership.  
There can be no assurance that HKP will achieve its investment objective. The LP’s portfolio is more volatile than broad market 
averages. Shares of HKP cannot be bought or sold publicly, there is no active market in the Units and there are restrictions imposed 
on Limited Partnership unit transfers.  Partnership redemptions are handled by Authorized Administrators of the Partnership.   


