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Burberry profits slip as Hong Kong teeters
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Burberry Group plc (LON:BRBY) warned that it expects a further cut to profit
margins due to disruption at its high-earning Hong Kong stores.
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In its half-year results on Thursday, the luxury fashion house said that the
gross margin, which slipped 10 basis points to 67.5% in the period, is expected
to shrink another 100bps to 66.6% in the coming year.
READ: Burberry downgraded by Jefferies after shares jump on well-received
trading update
Protests continue to wrack the commercial hub after first erupting in June over
government plans to allow extradition of citizens to mainland China.
Hong Kong sales already declined double digits in the 26 weeks to the end of
September, and this affected the FTSE 100 company's adjusted operating
profit, which fell 4% to £187mln compared to the same period last year despite
revenues rising 3% to £1.3bn.
Richard Hunter at Interactive Investor noted: "The fact that Hong Kong finds
itself in a technical recession given the disruptions is a blow to Burberry's
trading in the region, where it is more profitable than most. In addition, as the
company continues its transformation, it has needed to discount prices on older
lines more deeply, as well as ploughing more resources into investing in
product quality."
The luxury goods firm is in the second year of chief executive Marco Gobbetti's
plan to shift the brand further upmarket under new creative director Riccardo
Tisci. Signs that this may be working were perceived in retail comparable store
sales rising 4% thanks to new collections growing at strong double digits.
Fellow luxury brand Mulberry Group PLC (LON:MUL) also had a tough time
this week, with shares sinking on Wednesday as the luxury brand said
consumers were less willing to splash the cash in the first half of the year.
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Shares were up 6% to 2,189p in early trading on Thursday, as investors took
heart from news that Burberry is reinventing itself with 70% of its retail offer
now coming from new products.
"The enthusiastic reaction to these numbers has improved a share price which had struggled recently given the Hong
Kong situation, dipping 12% in the last three months," added Hunter.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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