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THIS RESEARCH REPORT EXPRESSES SOLELY OUR OPINIONS. Use BOC Texas, LLC’s research opinions at your own risk. This report and its contents are not 

intended to be and do not constitute or contain any financial product advice.  Because this document has been prepared without consideration of any specific clients’ 

investment objectives, financial situation or needs, no information in this report should be construed as recommending or suggesting an investment strategy. Investors 

should seek their own financial, legal and tax advice in respect of any decision regarding any securities discussed herein.  You should do your own research and due 

diligence before making any investment decisions, including with respect to the securities discussed herein.  We have a short interest in Samsonite’s stock and therefore 

stand to realize significant gains in the event that the price of such instrument declines. Please refer to our full disclaimer located on the last page of this report. 
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(30 Day Avg.)  

 

Blue Orca 

Valuation: 

HKD: 17.59 
 

 

Samsonite International SA (HK: 1910), the world’s largest luggage maker, is listed in Hong Kong and headquartered in 

Mansfield, Massachusetts, in the United States.  Despite a history of mediocrity which included lurching from the precipice 

of one restructuring to another, today Samsonite trades near all-time highs.  Indeed, Samsonite trades at a premium valuation 

in line with luxury brands such as Burberry (BRBY) on an EV/EBITDA multiple.  We believe this premium is entirely 

unjustified, especially given Samsonite’s questionable accounting practices and poor corporate governance.       

 

We suspect that Samsonite has concealed slowing growth through debt fueled acquisitions and that it has massaged earnings 

and inflated margins through highly questionable purchase price accounting.  Samsonite should trade at a discount to its 

peers because of corporate governance concerns regarding its audit profile, dodgy related party transactions between the 

Company and Indian entities controlled by the CEO and his family, and CEO’s Ramesh Tainwala’s resume fraud of claiming 

to be a doctor when he is not.  

Samsonite is a mid-level brand masquerading as a premium luxury player.  Samsonite is more sensibly compared to a peer 

group of mid-tier brands such as Michael Kors (KORS), Tapestry (TPR) and PVH.N.  Using this peer group, we value 

Samsonite as a blended average of four methodologies yielding a share price of HKD 17.59 per share, 48% below 

Samsonite’s last traded price.   

 

We also call on Samsonite’s board of directors, and in particular the audit committee, to appoint an independent audit firm 

to scrutinize all transactions involving its South Asian joint venture, the Company’s treatment of inventory, its purchase price 
accounting and disclosed and undisclosed connections between Samsonite and its CEO.  Ultimately, we believe that 

Samsonite is simply carrying too much baggage to trade at such a high premium. 

 

1. Purchase Price Accounting Games.  We believe that Samsonite has used purchase price accounting to inflate margins 

and earnings, masking what we believe to be a core business which is likely struggling.  Like an addict searching for 

its next fix, Samsonite has already announced its search for its next acquisition (in women’s handbags).  The market 

should be skeptical. 

 

a. Tumi: Payables from Thin Air.  On August 1, 2016, Samsonite acquired US-listed bag maker Tumi Holdings 

Inc. (“Tumi”) for $1.8 billion.  Samsonite paid 13.6x EV/EBITDA for Tumi, leaving the Company with $1.88 

billion in debt.  In its last 10-Q filed with the SEC prior to the acquisition, Tumi reported only $39 million in 

accounts payable as of June 26, 2016.  Yet in Samsonite’s purchase price accounting of the Tumi acquisition, 

Samsonite claimed that Tumi had $139 million of payables as of August 1, 2016, $100 million more than Tumi 

reported just one month earlier.  Tumi’s payables were historically predictable and were subject to short term 

maturities.  To put it in context, in the previous 10 quarters, Tumi had never reported over $48 million in payables 

(and never more than $79 million if we include accrued expenses).  Yet Samsonite’s purchase price accounting 

valued Tumi’s trade and other payables at an amount almost exceeding Tumi’s pre-acquisition balance of total 

liabilities.  In our view, this is a significant red flag and evidence of purchase price accounting games.  By 

overstating Tumi’s balance of payables at acquisition, we estimate that Samsonite can avoid having to run at least 

$62-$100 million in subsequent expenses through its income statement, thereby artificially inflating reported 

profits.  This amount is material given Samsonite’s slim margins and likely enabled the misperception of growth 

upon which its premium valuation is based.  

 

b. Tumi’s Asian Distributors: Under-Reported Inventory Balance.  In 2017, Samsonite acquired Tumi’s Asian 

distributors (including China) for $64.9 million.  Notably, Samsonite’s purchase price accounting reported only 

$9.4 million in acquired inventory, despite CEO Ramesh Tainwala admitting on a conference call that the acquired 

distributors carried 5-6 months of inventory on their balance sheets at the time of their acquisition. Acquired 

inventory 

 

   

https://www.bloomberg.com/news/articles/2018-03-18/samsonite-open-to-handbag-deal-rivaling-1-8-billion-tumi-buy
http://www4.samsonite.com/_investordocs/20160627134635_E_Tumi%20Acquisition%20-%20EGM%20Circular%20(Final%20-%202016-06-28).pdf
https://www.sec.gov/Archives/edgar/data/1535031/000153503116000128/tumi6261610-q.htm#s3B152825B0AF51A888EF81EBEDE7791F
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0315/LTN20180315029.pdf
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inventory should be marked at the cost such distributors previously purchased such inventory from Tumi.  Yet 

Tumi sold $71 million in Asia in 2H 2016, primarily to Asian distributors.  Excluding online sales and sales to 

Japan, India, Thailand and Indonesia, we calculate that the markets for the acquired distributors accounted for 

68.9% of Tumi’s Asian sales.  If Tumi’s sales to the acquired Asian distributors were an estimated $46.4 million 

in 2H 2016, and such distributors carried six months of inventory on their balance sheet upon acquisition, then 

the value of acquired inventory should be $46.4 million, not $9.4 million as reported by Samsonite.  We believe 

that Samsonite played inappropriate purchase price accounting games by marking down the value of acquired 

inventory by 80% at the time of the purchase, thereby allowing it to claim inflated margins when such inventory 

was later sold. That would also explain why margins did not erode in Asia when simple logic indicated there 

would be compression. 

 

2. Zero Margin Inventory Foreshadows Falling Profitability.  Pursuant to IFRS rules, Samsonite carries its inventories 

at the lower of cost or net realizable value (“NRV”).  By definition, any inventory carried at NRV will not be sold 

for a positive gross margin (as it is valued below cost).  At FYE 2017, Samsonite reported that $229.6 million of its 

inventory was carried at NRV, on a year-end balance of only $542 million in finished goods.  At FYEs 2016 and 2017, 

Samsonite carried 46% and 42%, respectively, of finished goods at NRV, or in other words, below cost and at a price 

where Samsonite does not expect to make a profit! This raises a troubling question.  If at the beginning of Samsonite’s 

most recent fiscal year, almost half of the finished inventory on its balance sheet was carried at below cost, how did the 

Company maintain its margins in FY 2017?  Samsonite supposedly turns its inventory once every four months, meaning 

the zero-margin inventory should have worked its way through the Company’s income statement in FY 2017.  But 

margins were mysteriously unaffected.  One possibility is that Samsonite is simply hoarding a growing balance of stale 

inventory, but this trick cannot work indefinitely.  Eventually, such inventory balances must either be written off or 

sold at or below cost – at which point the Company’s margins will come crashing down.     

 

3. CEO Resume Fraud.  Samsonite’s CEO, Ramesh Tainwala, has at various points in his career held himself out as a 

doctor.  Although his bio on Samsonite’s website currently omits the reference, on Bloomberg, and in other media 

sources and regulatory filings, his bio lists a Doctorate Degree in Business Administration from the Union Institute and 

University in Cincinnati, U.S.A.  But when we called Union’s registrar, a representative told us that Tainwala never 

attained a doctorate, but that he merely enrolled in a program from February 1992 to September 1993.  Union offers 

online degree programs, so it is unclear whether he ever physically attended a class.  A credential check through the 

National Student Clearinghouse, which verifies degrees, confirmed his enrollment dates and that Tainwala never got a 

degree.  Yet there are numerous examples in the media, in Samsonite’s U.S. SEC regulatory filings (prior to Samsonite’s 

privatization), on the website of family owned Tainwala chemicals, in Indian regulatory filings and even in a Samsonite 

earnings call after it went public in Hong Kong, in which Tainwala is introduced or referred to as a “Dr.” or as a 

“PhD.”  In our opinion, this is classic resume fraud, and any legitimate fortune 500 company would remove a CEO 

caught making such material misrepresentations about his educational history.   

 

4. Red Flags at South Asian JV.  From an auditing standpoint, the entity which is likely most vulnerable to accounting 

manipulation is Samsonite South Asia Private Limited (“Samsonite South Asia”), the Company’s 60/40 joint venture 

with the Tainwala family.  Given that Samsonite South Asia is owned in part by the CEO’s family and engages in a 

number of related party transactions with family owned entities Abhishri and Bagzone, its transactions should be subject 

to a higher degree of oversight by Samsonite’s audit team.  They are not.    

 

a. Indian Auditor Resignations.  In 2016, KPMG’s Indian affiliate BSR & Co (“BSR”) resigned as auditor of 

Samsonite South Asia, citing an “unwillingness to be re-appointed.”  It was replaced by Spark & Co., a small, 5-

partner firm based in Pune, India.  Spark resigned after only one year and was replaced by another small firm, 

meaning that Samsonite South Asia is on its third auditor in three years.  It is a red flag that such a key subsidiary 

would replace a KPMG affiliate (which would give the Boston-based audit team a trusted partner to scrutinize the 

JV’s accounts) with a succession of tiny firms which do not appear to have the resources or independence to 

properly audit the books of a material subsidiary of a global brand.   

 

b. Lack of Internal Controls.  Samsonite South Asia’s registered email address in its Indian statutory filings is not 

an @samsonite email account, but a Gmail account Samsonite.secretarial@gmail.com.  Proper internal controls 

require corporate communications to be on a corporate email server and for official business to be conducted only 

on corporate email.  It evinces a weakness in internal controls that Samsonite South Asia is conducting official 

business through a Gmail account.   

 

http://www.blueorcacapital.com/
http://www.samsonite.com/investors/bio.do?bioNumber=3&bioTypeNumber=1&locale=en
https://myunion.edu/
https://myunion.edu/
http://www.studentclearinghouse.org/
http://www.tainwala.in/about_us.html
https://rasr.pcaobus.org/Forms/FormSummary.aspx?ID=6598A535EEE2D1473C8F624B5DB345A3
http://spark-ca.com/partners
mailto:Samsonite.secretarial@gmail.com
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5. Audit Red Flag: Manual Journal Entries?  Samsonite’s Boston-based auditor identified revenue recognition policies 

across jurisdictions as a key audit matter in both FYs 2016 and 2017.  Notably, KPMG revealed that it reviewed a 

number of “manual journal entries” recording transactions to revenue at year end.  Why is a supposedly sophisticated 

global brand, and an HKD 49 billion global company, manually recording revenue transactions in journals?  Sales first 

recorded manually in a journal are vulnerable to manipulation.  Samsonite is not a neighborhood Chinese restaurant – 

so why is it conducting internal accounting like one?  

 

6. Web of Related Party Transactions.  Samsonite engages in a number of related party transactions with entities owned 

and controlled by its CEO and his family members. Such transactions are unbecoming of a global, professional 

organization and raise a number of troubling questions about Samsonite’s corporate governance structure and the 

sufficiency of its internal controls.   

 

 
 

a. Disclosed Entity #1 – Abhishri.  Samsonite admits that it sells raw materials to, and buys raw materials and 

finished goods from, Abhishri Packaging Pvt (“Abhishri”), an Indian manufacturer of hard-side luggage products 

owned by the CEO’s family.  In FY 2017, Samsonite disclosed to purchasing $10.5 million from Abhishri, up 

51% from FY 2016.  Publicly available Indian statutory accounts for Abhishri indicate that Samsonite accounted 

for 58% of Abhishri’s sales in 2017.  In addition, Abhishri’s statutory Indian accounts indicate that it buys 

products from Samsonite’s Chinese suppliers.  Why is a global retail brand purchasing finished products from a 

low-value Indian luggage manufacturer owned by the CEO and his family?  Why is Abhishri also purchasing 

from Samsonite’s Asian supply chain? Couldn’t Samsonite simply eliminate the middle man?  How is the 

Company’s Boston-based auditor sufficiently positioned to check the integrity of such transactions? The CEO 

controls both the Company and the supplier, which we believe is a significant red flag creating the risk of 

accounting impropriety. 

 

b. Disclosed Entity #2 – Bagzone. Samsonite also sells luggage to Bagzone Lifestyle Private Limited (“Bagzone”), 

a Tainwala family owned retailer which sells Samsonite’s products through 85 exclusive and 46 multi-brand 

luggage stores in India.  Samsonite disclosed $11.2 million in sales to Bagzone in FY 2017.  Notably, Samsonite 

also discloses a large receivable balance from Bagzone equal to more than 100% of sales.  Bagzone’s mounting 

receivables balance raises the question of why the related party retailer gets better credit terms than other 

distributors?  It also raises the possibility that Bagzone is hoarding increasing amounts of worthless inventory on 

behalf of the Company.  Channel stuffing through related parties is always a danger when there are not sufficient 

controls, and we think the risk is material in this case.    

 

c. Undisclosed Related Parties.  We have also found evidence of undisclosed connections to entities controlled 

and owned by the Tainwala family which, according to online corporate record databases such as Informix.In, are 

http://www.blueorcacapital.com/
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registered using an @samsonite email address.  For example, in 2017, Samsonite’s CEO and his family formed 

Parikrama Logistics and Holdings LLP (“Parikrama”), which according to the Indian Ministry of Commerce, is 

listed as a luggage and travel goods manufacturer.  Records state that Parikrama’s registered contact email is 

sharad.thanvi@samsonite.com, a Samsonite employee.  Yet Samsonite never discloses Parikrama or any 

transactions with the entity.  It is difficult given the limited public information to verify the volume of transactions, 

if any, between Samsonite and such undisclosed related entities, but family-owned businesses registered with an 

@samsonite email address are a governance red flag and create the material risk of impropriety.  We call on 

Samsonite’s board to appoint an independent auditor to investigate these entities.   

 

VALUATION 

 

Today Samsonite trades near all-time highs.  On an EV/EBITDA or FCF multiple, Samsonite trades closer to Louis Vuitton 

(LVMH), Prada (1913.HK), and other true luxury brands whose gross margins are 900 bps higher.  Samsonite even trades 

at a premium valuation in line with Burberry (BRBY), a significantly more valuable brand with much lower debt.   

 

We think comparing Samsonite to Burberry is ridiculous, given the difference in brand notoriety, gross margins and 

frequency of purchase.  Consumers shopping for a Burberry bag are paying a significant premium and are likely to purchase 

at least one item per season to keep up with fashions.  By comparison, consumers purchase luggage much less frequently.  

Ask yourself, when was the last time you bought a suitcase?   

 

Nor are the brands comparable.  Consumers looking for luxury luggage are not buying Samsonite or Tumi, but luggage 

produced by luxury fashion brands like Prada, Louis Vuitton or Gucci (Kering).  Case in point.  In March 2018, Cristiano 

Ronaldo was named the global brand ambassador for Samsonite’s American Tourister brand.  But Ronaldo posted this photo 

to Instagram in April 2018, traveling with an ultra-fashionable Louis Vuitton suitcase.  Not Tumi, not Samsonite and clearly 

not American Tourister.  Samsonite’s luggage is not luxurious or fashionable enough for even its own celebrity 

spokesperson.   

 

 
Source: Instagram 

 

Luxury fashion labels such as LVMH destroy inventory rather than discount it.  Their brands are so valuable they would 

rather set unsold items on fire.  But even a cursory browse online turns up retailers offering Samsonite luggage for 50% off, 

including at Macy’s, Sears, and Kohl’s.   

 

http://www.blueorcacapital.com/
http://www.dipp.nic.in/sites/default/files/moniem_6.htm
https://www.mycorporation.in/company/parikrama-logistics-and-holdings-llp/AAJ-4510
mailto:sharad.thanvi@samsonite.com
http://www.thejakartapost.com/travel/2018/03/27/cristiano-ronaldo-named-american-tourister-brand-ambassador.html
https://www.instagram.com/p/BbtalCjl7AT/?hl=en&taken-by=cristiano
https://www.scoopwhoop.com/louis-vuitton-burns-its-unsold-bags/#.0shdjvmlg
https://www.macys.com/shop/luggage/all-luggage/Brand/Samsonite?id=76877
http://www.sears.com/home-luggage-travel-gear/b-5000640?Brand=Samsonite&filterList=Brand&subCatView=true&viewItems=50&sid=isx2017xHomexnonbrand&psid=600x8087797&knshCrid=147906892522&k_clickID=2755dcf7-02bf-4d13-b4a6-87e59a60f115&utm_campaign=Sears%20-%20Google%20-%20Search%20-%20Home%20-%20Luggage%20-%20NB&utm_group=Brands%20-%20Samsonite%20-%20Exact&utm_term=samsonite%20luggage&gclid=EAIaIQobChMIt7TK-4X32gIVRVgNCh2i1gHpEAMYAyAAEgK3a_D_BwE
https://www.kohls.com/catalog/samsonite-luggage-suitcases.jsp?CN=Brand:Samsonite+Department:Luggage%20%26%20Suitcases
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Tumi is Samsonite’s high-end brand.  Yet it is popular not with the jet-set crowd, but over-zealous business school students 

and bleary-eyed McKinsey consultants.  Functional, rather than fashionable.  Samsonite’s name brand is traditionally mid-

level.  It will never be priced as high as Gucci or Ferragamo.  American Tourister is a discount brand sold at Wal-Mart.  

 

Assembling a proper peer group for Samsonite is difficult because of the absence of other pure play luggage makers.  But 

in terms of gross margins and brand reputation, it is smarter to compare Samsonite to a peer group of mid-tier brands, 

including Tapestry (TPR) (which owns Coach and Kate Spade), PVH.N (which owns Calvin Klein and Tommy Hilfiger), 

Hugo Boss (BOSS.DE), Michael Kors (KORS.K) and Ralph Lauren (RL).  Even this comparison is charitable, as consumers 

are more likely to care about a fashionable item from Ralph Lauren (and purchase such items far more frequently) than a 

suitcase they keep in their closet and replace every eight to ten years.     

 

But our point is that even if we are charitable, and value the luggage maker on a median EV/EBITDA multiple (11.0x) as 

such mid-tier brands (TPR, BOSS, KORS, RL, PVH), Samsonite’s stock appears grossly overvalued.   

 

There are signs that the wheels are beginning to come off.  Samsonite reported negative operating cash flows in Q1 2018 

for the first quarter in two years.  Without more acquisitions, we believe that the Company will struggle to hide deteriorating 

cash flows and other material weaknesses in its underlying business.   

 

For the purposes of our valuation, we value Samsonite as a blended average of four methodologies.  Please see the Valuation 

Section at the end of this Report for our detailed calculations.  A blended average of our four valuation approaches yields 

a share price of HKD 17.59 per share, 48% below Samsonite’s last traded price.   

 

     
 

There are reasons to believe that our valuation is conservative, and that the down side could be even more significant to 

Samsonite’s stock price.  First, we compare Samsonite to fashion brands like Ralph Lauren, Kate Spade and Calvin Klein, 

which is likely charitable.  Second, our valuation does not quantify the growing balance of stale inventory which we believe 

will hamper growth and crush margins.  Third, we apply only a 15% corporate governance discount. 

 

We believe that Samsonite’s board of directors has no choice but to terminate Ramesh Tainwala for fabricating a doctorate 

credential on his CV.  We also believe it is imperative for the board of directors and particularly the audit committee to 

appoint an independent audit firm to scrutinize all transactions involving Company JV Samsonite South Asia, the Company’s 

treatment of inventory and its purchase price accounting.  This inquiry must also scrutinize the litany of disclosed and 

undisclosed connections between Samsonite South Asia, Abhishri, Bagzone and other entities owned and controlled by the 

Tainwala family.     

 

Ultimately, we believe that Samsonite is simply carrying too much baggage to trade at such a high premium.   

 

 

 

Blended Valuation

Valuation Methodologies Est. Stock Price

Adjusted EV/TTM EBITDA 19.11

Adjusted Forward EV/EBITDA 19.00

EV/TTM FCF 9.51

Adjusted Forward P/E Multiple 22.75

Average 17.59

Current trading price 34.05

Downside -48%

Source: Samsonite Public Filings, Blue Orca Calculation

http://www.blueorcacapital.com/
https://www.walmart.com/ip/American-Tourister-5-Piece-Luggage-Spinner-Set-Updated-Version/112303477?wmlspartner=wlpa&selectedSellerId=0&adid=22222222227093872819&wmlspartner=wmtlabs&wl0=&wl1=g&wl2=c&wl3=212851356152&wl4=pla-342691557980&wl5=9028279&wl6=&wl7=&wl8=&wl9=pla&wl10=8175035&wl11=online&wl12=112303477&wl13=&veh=sem
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INTRODUCTION: A HISTORY OF MEDIOCRITY  

Samsonite traces its origins as far back as 1910, to a Colorado trunk manufacturer.  Despite longevity, consistent 

success has eluded the luggage maker.  Samsonite was listed on the Nasdaq from 1994 until 2002, when it was delisted 

for failing to meet the exchange’s minimum listing requirements.  In July 2003, a private equity group led by Ares 

recapitalized the Company, reportedly as Samsonite was only weeks from bankruptcy.   

Despite continued unprofitability, the Ares group sold Samsonite to private equity firm CVC for $1.7 billion in 

2007.  CVC pushed for growth by expanding the number of Samsonite retail stores. 

The timing could not have been worse.  Secular headwinds during the financial crisis, lagging retail sales from brick-

and-mortar stores, and $1.34 billion in debt from the privatization weighed on Samsonite until it declared bankruptcy 

in 2009 and went into chapter 11 restructuring.  As part of the 2009 restructuring, Samsonite wrote down $1.5 billion 

in debt and closed 84 American retail locations, 49% of its stores in the U.S.  

In chapter 11, CVC recapitalized Samsonite with an additional $110 million in cash equity investment.  Samsonite’s 

current chairman, Timothy Parker joined as CEO as part of the restructuring.  Two years later, Samsonite went public 

in Hong Kong in a June 2011 IPO.  Even the IPO was disappointing, with Samsonite raising just $1.25 billion despite 

targeting $1.5 billion in capital.  Despite an oversubscribed book, Samsonite’s shares priced at HKD 14.50 per share, 

even though just days prior the Company had targeted an IPO at HKD 17.50 per share.   

Samsonite’s current strategy is to spit in the face of prevailing economic and consumer trends.  Brick-and-mortar retail 

stores are struggling as consumers shift discretionary purchasing online.  In 2017, retailers closed almost 7,000 stores 

in the U.S., beating the previous record for store closures in 2008 during the doldrums of the financial crisis.  More 

than 300 retailers filed for bankruptcy in the first half of last year.  It has become axiomatic that Amazon and e-

commerce platforms represent an existential threat to the survival of retail operations.  Such trends are not limited to 

North America. Chinese shoppers show an even more aggressive preference for online shopping.  Even high-end 

luxury brands have struggled.  Hermes and Louis Vuitton closed 62 stores in China in 2017. 

Yet in spite of what has been called a global “retail apocalypse,” Samsonite has aggressively expanded its retail 

footprint.  Samsonite added 127 net new company operated retail stores in 2017.1  This was merely a continuation of 

Samsonite’s recent push to grow through the addition of retail floor space.  Samsonite added 285 net new stores in 

2016 (202 from the Tumi acquisition), and 162 net new stores in 2015.2  In aggregate, Samsonite added a startling 574 

net new stores in the last three fiscal years.   

To date, Samsonite’s reported financial performance has not reflected these secular headwinds.  Indeed, Samsonite 

trades at a premium valuation in line with luxury brands such as Burberry on an EV/EBITDA basis, a premium we 

believe is entirely unjustified.  We suspect that Samsonite has concealed slowing growth through debt fueled 

acquisitions and that it has massaged earnings and inflated margins through inappropriate purchase price accounting.  

But investors have yet to unpack Samsonite’s baggage.  Until now.  

  

                                                           
1 Samsonite FY 2017 Annual Results Announcement, p. 11. 
2 Samsonite FY 2016 Annual Report, p. 33. 

http://www.blueorcacapital.com/
http://www4.samsonite.com/_investordocs/20110602100852_Samsonite_Final_Prospectus_en.pdf
https://www.reuters.com/article/businesspro-samsonite-takeover-cvc-2-dc/cvc-to-acquire-samsonite-for-1-1-billion-idUSWNAS531620070705
https://www.wsj.com/articles/SB118731440986000518
https://www.reuters.com/article/samsonitestores/update-2-samsonite-retail-unit-files-for-bankruptcy-idUSN0253269920090902
https://www.reuters.com/article/samsonitestores/update-2-samsonite-retail-unit-files-for-bankruptcy-idUSN0253269920090902
https://www.reuters.com/article/samsonitestores/update-2-samsonite-retail-unit-files-for-bankruptcy-idUSN0253269920090902
https://delawarebankruptcy.foxrothschild.com/2009/09/articles/bankruptcy-case-summary/samsonite-files-for-bankruptcy-and-plans-to-reject-up-to-84-store-leases/
http://www4.samsonite.com/_investordocs/20110602100852_Samsonite_Final_Prospectus_en.pdf
https://dealbook.nytimes.com/2011/06/10/samsonite-i-p-o-raises-1-25-billion/
https://dealbook.nytimes.com/2011/06/10/samsonite-i-p-o-raises-1-25-billion/
https://www.cnbc.com/2017/12/26/store-closures-rocked-retail-in-2017-and-more-should-come-next-year.html
http://fortune.com/2017/10/26/a-record-amount-of-brick-and-mortar-stores-will-close-in-2017/
http://fortune.com/2017/10/26/a-record-amount-of-brick-and-mortar-stores-will-close-in-2017/
http://www.scmp.com/lifestyle/fashion-luxury/article/2117237/why-china-led-great-retail-apocalypse-2017-and-how-fashion
http://www.scmp.com/lifestyle/fashion-luxury/article/2117237/why-china-led-great-retail-apocalypse-2017-and-how-fashion
https://www.bloomberg.com/view/articles/2018-04-09/trump-is-wrong-that-amazon-caused-the-u-s-retail-apocalypse
http://www4.samsonite.com/_investordocs/20170410111949_E_Samsonite%202016%20Annual%20Report%20(Final%202017-04-10).pdf
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0315/LTN20180315029.pdf
http://www4.samsonite.com/_investordocs/20170410111949_E_Samsonite%202016%20Annual%20Report%20(Final%202017-04-10).pdf
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PURCHASE PRICE ACCOUNTING GAMES 

We believe that Samsonite has used purchase price accounting to inflate margins and earnings, masking a core 

business which is likely struggling.  Under accounting rules, an acquiror values a target’s balance sheet assets and 

liabilities at fair market value and allocates the excess of purchase price over net assets to goodwill.  Because this 

process leaves the acquiror’s management team with significant discretion on the marks, it is vulnerable to accounting 

impropriety.   

Companies like Samsonite buying growth through expensive, debt-fueled purchases and playing accounting games 

with the acquisitions are like drug addicts.  Such habits are easy to begin, but very difficult to stop.  The temporary 

boost to financial statements from an acquisition quickly fades, forcing serial acquirers to look for their next score.  

Fresh off of a spat of major acquisitions, Samsonite has made rumblings about its next fix, saying in March 2018 that 

it now desires to acquire a women’s handbag company.  But if history is any guide, the market should be skeptical.  

In some ways Samsonite reminds us of an early-stage Valeant, another company which used aggressive accounting 

and serial acquisitions to mask fundamental weaknesses in its core business.     

1) Tumi: Payables from Thin Air 

In 2016, Samsonite’s core business was flailing.  The Company’s net profits for the first half of FY 2016 were only 

$82.4 million, down 12.7% from the same period in FY 2015.3  The decline in profits was notable because revenue 

was up slightly in the period, signaling an erosion of operating margins.  Like many businesses faced with eroding 

profitability from a slow-growing business, Samsonite turned to debt-financed acquisitions. 

On August 1, 2016, Samsonite completed its acquisition of Tumi Holdings, Inc. (“Tumi”), the luggage and bag maker 

famous for its popularity among khaki-pants wearing McKinsey consultants and over-zealous business school 

students.  The acquisition did not come cheap.  

Samsonite paid $1.8 billion to acquire Tumi, which at the time was a publicly listed company in the United States, 

taking it out at a multiple of 13.6x EV/EBITDA.  To finance the purchase, Samsonite borrowed $2.4 billion in debt 

(a term loan plus a revolver), which after paying down its existing facilities left Samsonite with $1.88 billion in debt 

at the end of FY 2016.   

We believe that Samsonite has engaged in questionable decisions with respect to the purchase price accounting for 

the Tumi acquisition.  IFRS rules give an acquiror discretion to mark up or down a target company’s assets and 

liabilities to reflect their fair market value at the time of the acquisition.  Certain categories allow for more discretion.  

Estimates of intangible assets for example, involve more of a judgment call than the fair value of receivables or 

payables, the values of which are more readily verifiable because of their shorter-term maturities, predictability and 

established billing and credit terms with customers and suppliers.   

In Tumi’s last quarterly report prior to the acquisition, Tumi reported $39 million in accounts payables as of June 26, 

2016.  This figure was largely unchanged from the quarter ending December 2015 ($36 million), indicating that Tumi’s 

cash conversion cycle and payables balances were relatively predictable. 

                                                           
3 Source: Samsonite Public Filings; https://www.cnbc.com/2016/08/29/samsonite-ceo-bets-on-tumi-acquisition-for-future-

earnings-growth.html.  

http://www.blueorcacapital.com/
https://www.bloomberg.com/news/articles/2018-03-18/samsonite-open-to-handbag-deal-rivaling-1-8-billion-tumi-buy
http://www.businessinsider.com/is-valeant-an-accounting-roll-up-2015-11
http://www4.samsonite.com/_investordocs/20160627134635_E_Tumi%20Acquisition%20-%20EGM%20Circular%20(Final%20-%202016-06-28).pdf
http://www4.samsonite.com/_investordocs/20160627134635_E_Tumi%20Acquisition%20-%20EGM%20Circular%20(Final%20-%202016-06-28).pdf
https://www.cnbc.com/2016/08/29/samsonite-ceo-bets-on-tumi-acquisition-for-future-earnings-growth.html
https://www.cnbc.com/2016/08/29/samsonite-ceo-bets-on-tumi-acquisition-for-future-earnings-growth.html
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Source: Tumi 10-Q, for quarter ending June 2016 

Yet in Samsonite’s purchase price accounting of the Tumi acquisition, the Company claimed that Tumi had $139 

million of trade and other payables as of August 1, 2016, $100 million more than Tumi reported just one month before.     

 
Source: Samsonite 2017 Annual Results 

Samsonite’s purchase price accounting reported a balance of payables for Tumi ($139 million) that easily exceeded 

Tumi’s pre-acquisition reported payables ($39 million).  Even if Samsonite included Tumi’s accrued expenses as 

“trade and other payables,” it is only an additional $38 million.  Samsonite’s purchase price accounting reported a 

balance of trade and other payables almost as large as the balance of total liabilities ($143 million) reported by Tumi 

in its SEC filings for the quarter ending one month before the acquisition.   

The balance of payables should not be an area of purchase price accounting subject to much discretion.  It is simply 

an aggregate of outstanding bills owed to suppliers, papered by invoices that were most likely sent before or around 

the time of the acquisition.  Tumi stated in its SEC filings that such obligations were “short term maturity,” making 

them easier to estimate.   

To put this in context, in the previous 10 quarters, Tumi had never reported a balance of accounts payable higher 

than $48 million.  If we include accrued expenses and income taxes payable, Tumi had never reported a balance of 

total payables and accrued expenses higher than $78.5 million over the previous ten quarters.   

http://www.blueorcacapital.com/
https://www.sec.gov/Archives/edgar/data/1535031/000153503116000128/tumi6261610-q.htm#s3B152825B0AF51A888EF81EBEDE7791F
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0315/LTN20180315029.pdf
https://www.sec.gov/Archives/edgar/data/1535031/000153503116000128/tumi6261610-q.htm#s3B152825B0AF51A888EF81EBEDE7791F
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Source: Tumi Quarterly Financials 

But on the acquisition date (August 1, 2016), Samsonite reported that Tumi’s trade and other payables were $138.7 

million.  This was $61.6 million more than Tumi reported in payables and accrued expenses just a month prior, and 

$67.2 million more than Tumi’s average balance of payables and accruals in the previous ten quarters.      

In our view, it appears that Samsonite simply conjured the additional payables out of thin air.  We believe that this is 

a significant red flag and evidence of accounting impropriety.   

The potential benefit to Samsonite is obvious.  By overstating Tumi’s balance of payables at acquisition, Samsonite 

can avoid having to run at least $61.6 million in subsequent expenses through its income statement, thereby artificially 

inflating margins. This amount is certainly a material amount to Samsonite.   

We calculate that the Company’s EBITDA would be 12% lower and its earnings would be 24% lower than reported 

if Samsonite had to recognize an additional $61.6 million in expenses on its income statement in H2 FY 2016 and H1 

FY 2017.  By inflating the balance of acquired payables at Tumi, we believe that Samsonite was able to materially 

inflate its margins during those periods.   

 
Source: Company Filings and Blue Orca Calculations 

It is no wonder Samsonite’s Massachusetts based auditing team at KPMG identified purchase accounting for the Tumi 

acquisition as a “key audit matter” in FY 2016. 

 
Source: Samsonite 2016 Annual Report 

Tumi Trade and Other Payables Grew 80%  in a Month? 

USD M  Mar  Jun  Sep  Dec  Mar  Jun  Sep  Dec Mar Jun Average

Accounts payable 33.5 43.7 47.5 33.9 28.3 38.8 42.3 35.8 28.7 39.0 37.2

Accrued expenses 26.6 29.3 31.0 34.8 31.2 33.4 34.2 39.1 36.4 37.5 33.3

Income taxes payable 4.2 0.0 0.0 2.3 1.1 0.0 0.0 0.6 0.6 0.6 0.9

Total 64.3 73.0 78.5 71.0 60.6 72.2 76.5 75.6 65.7 77.1 71.4

Reported by Samsonite 138.7 138.7

Difference % 80% 94%

2014 2015 2016

Overstated Tumi Payables to Inflate Samsonite EBITDA

USD M 2016 H2 2017 H1 Cumulative

Samsonite Normalized EBITDA 287 234 521

Less: Overstated Tumi Payables (31) (31) (62)

Estimated Actual Samsonite EBITDA 256 203 459

Difference % -11% -13% -12%

Samsonite Net Profit 173 83 257

Less: Overstated Tumi Payables (31) (31) (62)

Estimated Actual Samsonite Net Profit 142 53 195

Difference % -18% -37% -24%

http://www.blueorcacapital.com/
http://www4.samsonite.com/_investordocs/20170410111949_E_Samsonite%202016%20Annual%20Report%20(Final%202017-04-10).pdf
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Payables are not an area subject to much discretion, especially considering that Tumi’s payables were relatively 

predictable based on its historical financial statements.  In our opinion, Samsonite’s purchase price accounting decision 

to inflate Tumi’s payables by $61.6 million smacks of accounting games to artificially inflate earnings by avoiding 

the recognition of expenses.  But this is far from the only acquisition-related red flag. 

2) Tumi’s Asian Distributors: Under-Reported Inventory Balance 

In 2017, Samsonite acquired Tumi’s distribution network in South Korea, Hong Kong, Macau, China, Indonesia and 

Thailand, for a total consideration of $64.9 million.  Notably, Samsonite’s purchase price accounting reported that the 

value of the inventory acquired in the transaction was only $9.4 million.  

 
Source: Samsonite 2017 Annual Report 

From a strategic standpoint, the decision is curious.  Acquiring a distribution network with a host of brick-and-mortar 

locations is spitting into the winds of a global (and Asian) retail apocalypse.  Perhaps predictably, such distributors 

made a net loss of $0.2 million in FY 2017 (post-acquisition).   

Much like the Tumi acquisition, the purchase price accounting for Tumi’s Asian distributors raises a number of red 

flags.  Given that Samsonite acquired a network of distributors and physical stores, it is conceivable that Tumi’s gross 

margins would increase.  Indeed, the Company reported that Tumi’s gross margins increased by 400bp year-over-year 

in FY 2017.   

But it is costly to run brick and mortar stores, so analysts would expect operating and EBITDA margins to come down 

as Tumi increases its operating footprint.  Yet this was not the case.  Samsonite’s blended operating margins for all 

brands in its Asian segment barely changed between FY 2016 and FY 2017.  Tumi’s reported adjusted EBITDA 

margins even increased year over year by 80bp to 21% in FY 2017.4 

 
Source: Samsonite 2017 Annual Results; Samsonite 2017 Result Presentation 

There should have been negative pressure on Tumi’s operating and EBITDA margins given that at the time of 

acquisition, purchase price accounting conventions require Samsonite to mark the acquired inventory at its fair value.  

But this convention is vulnerable to accounting slights of hand: if Samsonite recorded the acquired inventory at below 

market value, then after acquiring the distributors it could later sell the inventory for a price above its mark and 

                                                           
4 Samsonite FY 2017 Annual Results Presentation, p. 9. 

Samsonite Asian Segment

USD M 2015 2016 2017

Revenues 948 1,029 1,196

Operating Profits 115 196 220

Operating Margin 12.1% 19.1% 18.4%

Depreciation Expense 20 29 39

EBITDA 135 226 259

EBITDA Margin 14.3% 21.9% 21.7%

Tumi

USD M 2016 2017

Revenues 589 665

Gross Profit 368 442

Gross Margin 62.5% 66.5%

EBITDA 119 140

EBITDA margin 20.2% 21.0%

http://www.blueorcacapital.com/
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0315/LTN20180315029.pdf
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0422/LTN20180422085.pdf
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0315/LTN20180315029.pdf
http://www4.samsonite.com/_investordocs/20180314225734_Samsonite%20International%20SA%202017%20Final%20Results%20Presentation,%20Thursday,%20March%2015,%202018%20-%20FINAL.pdf
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0315/LTN20180315029.pdf
http://www4.samsonite.com/_investordocs/20180314225734_Samsonite%20International%20SA%202017%20Final%20Results%20Presentation,%20Thursday,%20March%2015,%202018%20-%20FINAL.pdf
http://www4.samsonite.com/_investordocs/20180314225734_Samsonite%20International%20SA%202017%20Final%20Results%20Presentation,%20Thursday,%20March%2015,%202018%20-%20FINAL.pdf
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maintain (or even grow) its reported margins.  That would explain why Tumi’s reported EBITDA margins did not 

decrease when simple logic suggests there would be compression.    

There is evidence to confirm this thesis.  Samsonite’s CEO admitted on Samsonite’s Q3 2017 earnings call that the 

Company was acquiring inventory it previously sold to Tumi’s Asian distributors at the same price at which it sold 

such inventory to them.  Samsonite’s CEO further revealed that the acquired Tumi distributors were carrying about 5 

to 6 months of inventory at the time of acquisition.   

 

Source: Q3, 2017, Samsonite Conference Call 

The numbers do not add up.  Acquired distributors should be carrying inventory at the same price which, pre-

acquisition, such distributors purchased the inventory from Samsonite.  If the acquired Asian Tumi distributors were 

carrying 6 months of inventory at the time of the transaction, then by simple logic that balance would represent six 

months of prior sales from Tumi to its acquired Asian distributors.   

Samsonite disclosed that in the first half of 2016, Tumi’s net sales in Asia were $62 million. 

http://www.blueorcacapital.com/
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Source: Samsonite 2017 Interim Results Presentation 

Samsonite reported that Tumi’s total sales in Asia were $133 million in FY 2016, meaning that sales in the second 

half of that year were $71 million.5  Other than a few stores in Japan, we also know from Tumi’s prior SEC filings 

that almost all of its sales in Asia were as a wholesaler to third-party distributors.6   

Per Samsonite’s disclosures, Japan and India accounted for 14.5% and 11.6%, respectively, of its Asian sales in FY 

2017.  We believe that this blended geographical breakdown of sales in Asia is representative across Samsonite’s 

brands, including Tumi.   

 
Source: Samsonite 2017 Annual Report 

Samsonite acquired Tumi’s distribution network in China (23.2% of sales), South Korea (17.7% of sales) and Hong 

Kong (12.2% of sales).  Samsonite also disclosed that the acquired Tumi distributor in Hong Kong included sales to 

distributors in other parts of the Asian region (Australia 6% and other 9.8%).  We can therefore calculate that the 

acquired Tumi distributors should account for 69% of Tumi’s Asian sales.   

                                                           
5 FY 2017 Samsonite Annual Results Presentation, p. 10.  
6 Prior to the acquisition of its Asian distributors, SEC filings indicate that Tumi operated primarily as a wholesaler in Asia.  

Tumi FY 2015 10-K.  

http://www.blueorcacapital.com/
http://www4.samsonite.com/_investordocs/20170823223152_2017%20Interim%20Results%20Investor%20Presentation%20(FINAL%20-%202017-08-24).pdf
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0422/LTN20180422085.pdf
http://www4.samsonite.com/_investordocs/20180314225734_Samsonite%20International%20SA%202017%20Final%20Results%20Presentation,%20Thursday,%20March%2015,%202018%20-%20FINAL.pdf
https://www.sec.gov/Archives/edgar/data/1535031/000153503116000072/tumi201510k.htm
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Source: Samsonite 2017 Annual Results 

If Tumi’s sales in Asia (before Samsonite acquired the Tumi distributors) were $70.8 million in 2H 2016, then 

excluding online sales (4.7%), sales in Japan (14.5%), Thailand (2.7%), Indonesia (2.5%) and presumably sales in 

India (11.6%), six months of inventory for the acquired Tumi distributors should have been at least $46.4 million.  

Yet Samsonite’s purchase price accounting for the acquired distributors valued 5-6 months of their inventory at only 

$9.4 million, which we calculate is 80% less than the amount of Tumi’s sales to such distributors in the previous 

6 months.  

  
Source: Samsonite Public Filings, Blue Orca Calculation 

We believe that Samsonite played purchase price accounting games by marking the acquired inventory below both its 

fair value and the price at which Samsonite sold such inventory to its distributors.  Then, post-acquisition, Samsonite 

was able to sell the acquired inventory, thereby inflating EBITDA and operating profits by at least $37 million.7   

In further support of our suspicion, Samsonite claimed that of $64.9 million in total consideration, $52 million or 80% 

of the value of the acquired distributors was either goodwill or nebulous “customer relationships.”   

 

 
Source: Samsonite 2017 Annual Report 

                                                           
7 Calculation is as follows.  2H 2016 Tumi sales to Asian distributors was $70.8 million.  We assume, based on Samsonite’s 

disclosures, that the acquired distributors held 6 months of inventory on their balance sheets at the time of the acquisitions.  If we 

subtract sales to non-acquired distributors (ex Japan, Thailand, India and Indonesia) and online sales, we estimate that Samsonite 

sales to acquired distributors was $46.4 million in 2H FY 2016.  Given that Samsonite marked the acquired inventory at only $9.4 

million, we estimate that the understatement (i.e., market value of acquired inventory minus recognized amount) was at least $37 

million.  

Understated Inventory of Tumi Asian Distributors

USD M 2016 H1 2016 H2

Asian Revenue 62.2 70.8

% revenue - ex. JP, TH, ID, IN 68.9% 68.9%

Estimated online sales percentage 4.7% 4.7%

Asian Revenue - ex. JP, TH, ID, IN &online sales 40.8 46.4

Reported Distributors Inventory 9.4 9.4

Understatement (31.4) (37.0)

Difference % -77% -80%

http://www.blueorcacapital.com/
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0315/LTN20180315029.pdf
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0422/LTN20180422085.pdf


l 

14 
 

Samsonite International S.A.│ HK: 1910                                                              www.blueorcacapital.com 

.com 

What customer relationships were so valuable for distributors selling luggage through retail outlets? It is our suspicion 

that Samsonite inflated the value of nebulous customer contracts to offset the inappropriate markdown in inventory.  

That would explain why Samsonite’s margins in Asia did not compress despite an enlarged operating burden.   

There is also evidence to support this suspicion from previous Samsonite acquisitions, albeit at smaller dollars.  In 

February 2015, Samsonite’s UK subsidiary Samsonite Limited acquired UK based luggage retailer Rolling Luggage 

for £11 million.  Companies House records from Samsonite Limited show that the Company marked down the value 

of acquired inventory by 49% upon acquisition. 

 
Source: U.K. Companies House Filings, Samsonite Limited, FY 2016 

When it acquired Rolling Luggage, Samsonite slashed the value of the target’s inventory by 49% below carrying 

value.  As a result of its purchase price accounting, Samsonite reported that Rolling Luggage had negative book value 

at the time of acquisition and thereby allocated more than 100% of the purchase price to goodwill.   

Without the financials of Tumi’s acquired Asian distributors, it is impossible to know for sure if Samsonite slashed 

the value of acquired inventory in its purchase price accounting as it did with Rolling Luggage.  But that would explain 

how Samsonite acquired a network of distributors and brick-and-mortar retailers yet did not report a decline in Tumi’s 

EBITDA margins in FY 2017.  

We calculate, based on Samsonite’s disclosures, that the acquired Asian distributors accounted for $46.4 million in 

Tumi sales in 2H 2016 (ex. Online, Japan, Thailand, Indonesia and India), and we know from Samsonite’s CEO that 

the distributors held 5-6 months of inventory at the time of acquisition.  We estimate therefore, based on the $9.4 

million in disclosed inventory at the distributors in Samsonite’s questionable purchase price accounting, that 

Samsonite inappropriately marked down the value of acquired inventory by approximately 80%. 

Samsonite’s margins are slim, so the benefit to marking acquired inventory below its market value would be 

significant.  An extra $37 million would flow straight to Samsonite’s bottom line and mask a struggling underlying 

business.8     

                                                           
8 Calculation is as follows.  We estimate that the value of six months of acquired inventory at the Tumi Asian distributors was 

$46.4 million; minus $9.4 million in disclosed value of acquired inventory, yields $37 million in inappropriately recognized profits.   

http://www.blueorcacapital.com/
https://beta.companieshouse.gov.uk/company/02020414
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Source: Blue Orca Calculation 

In this report, we have presented evidence of what we believe to purchase price accounting games in connection with 

both the Tumi acquisition and the rollup of Tumi’s Asian distributors.  We estimate that inappropriately increasing 

Tumi’s balance of payables, and inappropriately marking down the value of the distributors’ inventory, allowed 

Samsonite to inflate reported profits by an aggregate of $99 million.   

 

 
Source: Blue Orca Calculation 

We believe that with proper purchase price accounting, Samsonite would have reported 12% less EBITDA and 19% 

less in earnings over 18 months ending H2 2017.  This amount is clearly material, as it would exceed the Company’s 

reported EBITDA growth in FY 2017.  As discussed in our valuation, Samsonite trades at a premium valuation in line 

with luxury brands because of its perceived growth.  But we think such growth is largely illusory, and is more likely 

due to inappropriate purchase price accounting rather than a solid underlying business.   

  

Understated Tumi Asian Distributor Inventory to Inflate Samsonite EBITDA

USD M 2017 H1 2017 H2 Cumulative

Samsonite Normalized EBITDA 234 327 561

Less: Understated Tumi Asian Distributor Inventory (19) (19) (37)

Estimated Actual Samsonite EBITDA 216 309 524

Difference % -8% -6% -7%

Samsonite Net Profit 83 251 334

Less: Understated Tumi Asian Distributor Inventory (19) (19) (37)

Estimated Actual Samsonite Net Profit 65 232 297

Difference % -22% -7% -11%

Samsonite Inflated EBITDA by Purchase Accounting

USD M 2016 H2 2017 H1 2017 H2 Cumulative

Samsonite Normalized EBITDA 287 234 327 848

Adjustment:

Overstated Tumi Payables (31) (31) 0 (62)

Understated Tumi Asian Distributor Inventory 0 (19) (19) (37)

Impact to Samsonite Normalized EBITDA (31) (49) (19) (99)

Estimated Actual Samsonite EBITDA 256 185 309 749

Difference % -11% -21% -6% -12%

Samsonite Net Profit 173 83 251 507

Adjustment:

Overstated Tumi Payables (31) (31) 0 (62)

Understated Tumi Asian Distributor Inventory 0 (19) (19) (37)

Estimated Actual Samsonite Net Profit 142 34 232 409

Difference % -18% -59% -7% -19%

http://www.blueorcacapital.com/
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ZERO-MARGIN INVENTORY FORESHADOWS FALLING PROFITABILITY 

Despite reporting seemingly impressive margins, Samsonite’s balance sheet shows a growing balance of zero-margin 

inventory.  Not only is this mounting balance a red flag which undermines confidence in the Company’s reported 

profitability, but the buildup of effectively stale inventory foreshadows a future margin crash.    

Pursuant to IFRS guidelines, Samsonite carries its inventories at the lower of cost or net realizable value (NRV). 

 
Source: Samsonite 2017 Annual Report 

Samsonite defines NRV as the estimated selling price in the ordinary course of business, less than the estimated costs 

of completion and selling expenses.  Inventory which Samsonite expects to sell at a profit is carried at cost.  By 

contrast, any inventory carried at NRV on its balance sheet is by definition carried at a mark below cost, meaning 

that Samsonite does not expect to sell such inventory at a positive gross margin.   

Alarmingly, the percentage of Samsonite’s inventory carried at a mark below cost (i.e., at NRV) has risen dramatically 

in the last two fiscal years (FYs 2016 and 2017).   

 
Source: Samsonite 2017 Annual Report 

In FY 2017, Samsonite reported that $229.6 million of its inventory was carried at NRV, on a year-end balance of 

only $542 million in finished goods.  In other words, Samsonite did not expect to make a profit on 42% of its 

inventory of finished goods!  

http://www.blueorcacapital.com/
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0422/LTN20180422085.pdf
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0422/LTN20180422085.pdf
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Source: Samsonite Public Filings 

Samsonite’s financials show a significant increase in the percentage of inventory carried at NRV in the last two years 

(42% in FY 2017 and 46% in FY 2016), well above historic averages.  Despite the large percentage of inventory at 

NRV, the write-downs associated with such inventory were only $6 million and $6.2 million in FYs 2017 and 2016 

respectively.   

If Samsonite did not expect to sell almost half (46%) of its stock of finished inventory for a profit, how did the 

Company maintain margins in FY 2017?  

 
Source: Samsonite Public Filings 

The cash conversion data also suggests that margins should have suffered.  Samsonite’s average reported day sales in 

inventory (DSI) was just over 120 days in FY 2017.  If the Company is turning over its inventory every four months, 

and 46% of its inventory was marked below cost at the beginning of FY 2017, how did it churn through the stale 

inventory without profit margins declining?   

 
Source: Samsonite Public Filings 

As the Company acquires distributors, it makes sense for DSIs to increase, but Samsonite still reportedly turns over 

its inventory roughly three times per year.  The NRV-inventory balance raises the question of how the Company sold 

a little less than half of its inventory balance at zero gross margin without overall margins suffering?  

It could be that rather than selling such NRV-carried inventory, Samsonite is merely hoarding it in a warehouse 

somewhere.  In 2017, as part of disclosures around the Company’s continuing connected transactions with the CEO’s 

family company, Tainwala Holdings, Samsonite reported an increase in related party transaction volumes due to its 

“increasing inventory storage requirements.” 

 
Source: Samsonite Announcement, October 12, 2017 

Samsonite Growing Inventory Carried at NRV

USD M 2011 2012 2013 2014 2015 2016 2017

Raw Materials 15 15 21 18 23 24 38

WIP 2 2 2 2 2 2 3

Finished Goods 220 261 275 313 324 396 542

Total Inventories 237 278 298 332 348 421 583

Inventories carried at NRV 48 70 71 103 95 181 230

%  NRV of Finished Goods 22% 27% 26% 33% 29% 46% 42%

Samsonite Gross Margins

USD M 2011 2012 2013 2014 2015 2016 2017

Net sales 1,565       1,772       2,038       2,351       2,432       2,810       3,491       

Sales Growth % 13% 15% 15% 3% 16% 24%

Cost of sales 708          821          949          1,107       1,154       1,290       1,531       

Gross Profit 857          951          1,088       1,244       1,279       1,521       1,960       

Gross Margin % 54.8% 53.7% 53.4% 52.9% 52.6% 54.1% 56.1%

Samsonite Days Inventory Outstanding

2015 H1 2015 H2 2016 H1 2016 H2 2017 H1 2017 H2

Days Inventory Outstanding 106          110          116          114          116          127          

http://www.blueorcacapital.com/
http://www4.samsonite.com/_investordocs/20171012092004_E%20Continuing%20Connected%20Transactions%20in%20relation%20to%20the%20Tainwala%20Leave%20and%20License%20Agreement.pdf
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Although the dollar volume under the contract is small, given the increasing balance of NRV-level inventory, it is still 

a red flag that the Company is turning to related parties controlled by the CEO for its increasing inventory storage 

needs. 

If Samsonite is hoarding increasing amounts of stale inventory, it would explain why margins are apparently immune 

in the short term to a growing balance of stock marked below cost.  But this cannot continue indefinitely.  Eventually, 

such inventory balances must either be written off or sold at zero margin – at which point the Company’s margins will 

come crashing down.  

A growing balance of NRV inventory may also explain the heavy discounting of stock that we see in online advertising 

for Samsonite luggage.   

 

 

Source: https://moat.com/advertiser/samsonite?report_type=display  

A cursory browse online turns up other retailers offering Samsonite luggage for 50% off, including at Macy’s, Sears, 

and Kohl’s.  Even Samsonite’s own websites, including fast growing-brand American Tourister, is offering significant 

discounts off of customer favorites and new luggage.  Marking down inventory 50-70% does not leave much room 

for Samsonite to achieve its reported 56% gross margins.   

http://www.blueorcacapital.com/
https://moat.com/advertiser/samsonite?report_type=display
https://www.macys.com/shop/luggage/all-luggage/Brand/Samsonite?id=76877
http://www.sears.com/home-luggage-travel-gear/b-5000640?Brand=Samsonite&filterList=Brand&subCatView=true&viewItems=50&sid=isx2017xHomexnonbrand&psid=600x8087797&knshCrid=147906892522&k_clickID=2755dcf7-02bf-4d13-b4a6-87e59a60f115&utm_campaign=Sears%20-%20Google%20-%20Search%20-%20Home%20-%20Luggage%20-%20NB&utm_group=Brands%20-%20Samsonite%20-%20Exact&utm_term=samsonite%20luggage&gclid=EAIaIQobChMIt7TK-4X32gIVRVgNCh2i1gHpEAMYAyAAEgK3a_D_BwE
https://www.kohls.com/catalog/samsonite-luggage-suitcases.jsp?CN=Brand:Samsonite+Department:Luggage%20%26%20Suitcases
https://shop.americantourister.com/home
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Source: https://shop.americantourister.com/home  

Such discounting supports our argument of a build-up of zero margin inventory, and foreshadows future margin 

contraction. 

  

http://www.blueorcacapital.com/
https://shop.americantourister.com/home
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CEO RESUME FRAUD 

Any investor who dismisses evidence of questionable purchase price or inventory accounting or other red flags by 

relying on the credibility of Samsonite’s leadership is likely to be sorely disappointed.  In our opinion, we have 

identified a classic case of credential fraud which we believe should lead Samsonite’s board of directors to remove its 

CEO, Ramesh Tainwala.   

 

Although his bio on Samsonite’s website omits the reference, evidence suggests that Tainwala has held himself out as 

doctor, a credential we believe he has falsified.   

 

Tainwala claims that he holds a master’s degree in Management Studies from the Birla Institute of Technology and 

Science in Pilani, India (1982).  But a master’s degree is no doctorate, and would not confer on him the right to refer 

to himself as a doctor.   

 

Rather, Tainwala appears to have held himself out as a doctor based on a claimed doctorate degree in Business 

Administration from the Union Institute & University in Cincinnati, Ohio.  Indeed, his bio on Bloomberg lists this 

credential even though his official Samsonite bio does not.  

  

 
Source: Bloomberg Screenshot 

 

The Wall St. Journal’s online database also refers to him as a doctor and references his supposed doctorate from 

Union.  Indeed, we have found numerous articles in the media, including executive profiles which quote Tainwala and 

refer to him as a doctor. For example, a March 2017 profile in the magazine Marwar India, quotes Tainwala, and refers 

to him as a doctor.   

 

 
Source: http://www.marwar.com/cover-story/family-and-fortune.html 

 

Tainwala’s doctor credential also appears in formal settings.  A publicly available securities filing in connection with 

the sale of family business Tainwala Polycontainers Limited to Bombay-listed Time Technoplast from 2006 states 

that “Dr. Ramesh Tainwala” received a “Doctorate in Business Administration from the Union Institute 

Cincinnati,” in the United States.   

 

 

http://www.blueorcacapital.com/
http://www.samsonite.com/investors/bio.do?bioNumber=3&bioTypeNumber=1&locale=en
http://quotes.wsj.com/SMSOF/company-people/executive-profile/13211359
http://www.marwar.com/cover-story/family-and-fortune.html
http://www.marwar.com/cover-story/family-and-fortune.html
https://www.timetechnoplast.com/
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Source: Takeover Code Securities Filing, 2006 

 

There is also evidence that Tainwala used the doctor credential in his time at Samsonite.  In Samsonite’s SEC filings, 

made prior to its privatization, including a 2007 S-1 and 10-K, the Company refers to him as a “Dr. Ramesh Tainwala.”  

So does the Company’s 2006 10-K.   

 

In Samsonite’s S-1 2011 earnings call, its first call as a public company in Hong Kong, the Company introduces 

Tainwala as a doctor.  

 

 
Source: Bloomberg Earnings Call Transcript 

 

In a February 2010 slide presentation celebrating Samsonite’s 100-year anniversary, Tainwala’s profile as President 

Greater Asia refers to him as a “Dr.” and states that he had a PhD in business economics.  

http://www.blueorcacapital.com/
http://www.takeovercode.com/uploads/pa/tainwalalof.pdf
https://www.sec.gov/Archives/edgar/data/914478/000104746907005246/a2177674zs-1a.htm
https://www.sec.gov/Archives/edgar/data/914478/000110465907034343/a07-12333_110k.htm
https://www.sec.gov/Archives/edgar/data/914478/000110465906035460/a06-10835_210k.htm
https://www.slideshare.net/Samsoniteindia/samsonite-100
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Source: Samsonite 100-year anniversary Slide Presentation 

 

He is even referred to as “Dr.” in 2016 Indian regulatory filings of Samsonite subsidiary Samsonite South Asia Private 

Ltd., the 60/40 JV between the Company and the Tainwala family. 

 

 
Source: FY 2016 Indian Statutory Filings of Samsonite South Asia Private Limited 

 

Yet when we called Union Institute and University in Cincinnati, the registrar’s office told us that Tainwala only 

enrolled from February 1992 to September 1993 and that he never obtained any degree.   Union offers online 

degree programs, so it is unclear whether he ever attended a single class in Cincinnati or enrolled remotely from India.   

 

In the United States, anyone seeking to verify an individual’s educational credentials can submit a request through the 

National Student Clearinghouse (“NSC”).  After speaking with the registrar at Union, we submitted a request through 

the NSC to confirm the registrar’s information.  The NSC, which any investor or journalist can use to submit a similar 

request, confirmed that Tainwala never obtained a degree from Union and only attended from 1992 through September 

1993. 

  

http://www.blueorcacapital.com/
https://www.slideshare.net/Samsoniteindia/samsonite-100
https://myunion.edu/
http://www.studentclearinghouse.org/
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Source: http://www.studentclearinghouse.org/ 

 

In our opinion, this is classic credential fraud.  We have found numerous articles in the media referring to Tainwala 

as doctor, suggesting that he has represented himself as a doctorate in his capacity at Samsonite.  For example, a 2012 

interview refers to him as a doctor and president of Samsonite’s Asia Pacific and Middle East.  An online record of a 

2016 decision by Indian tax authorities likewise refers to him as “Dr. Tainwala.”   

 

This misrepresentation is not limited to informal settings.  Not only did Samsonite’s SEC regulatory filings and Hong 

Kong earnings call refer to him as a doctor, so does the annual report of Indian public company Basant Agro Tech for 

which he served as an independent director.    

 

 
Source: Basant Agro Tech Annual Report, 2011-2012 

 

Even today, the website for his own company Tainwala Chemicals refers to him as “Dr. Ramesh Tainwala.” 

 
Source: http://www.tainwala.in/about_us.html 

    

We think that Samsonite is somewhat aware of the problem, because the CEO’s official bio on the Samsonite website 

and the Company’s annual reports omit any mention of a supposed doctorate or Union Institute and University.  Yet 

prior Samsonite SEC filings and a Hong Kong earnings call introduced him as Dr. Tainwala, indicating that at some 

point the Company changed its mind on Tainwala’s credentials and how to refer to him.   

 

http://www.blueorcacapital.com/
http://www.studentclearinghouse.org/
https://www.livemint.com/Companies/TogUdL4MifQWuEAxHGMbFJ/Smaller-cities-bigger-opportunities.html
https://www.livemint.com/Companies/TogUdL4MifQWuEAxHGMbFJ/Smaller-cities-bigger-opportunities.html
https://taxquotient.com/index.php/component/k2/item/4610-cestat-mumbai-samsonite-south-asia-pvt-ltd-dr-ramesh-d-tainwala-versus-commissioner-of-central-excise-customs-nashik-3rd-may-2016
http://www.krishisanjivani.com/newpdf/Annual%20Report%202011-12.pdf
http://www.tainwala.in/about_us.html
http://www.tainwala.in/about_us.html
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The abundance of references in the public forum, in media and more official filings, suggests that Tainwala has held 

himself out as a doctor despite not obtaining such a degree.  In our view, this is classic resume fraud, and any legitimate 

fortune 500 company would remove a CEO caught making such representations.  

 

Yahoo removed CEO Scott Thompson for claiming on his resume that he had a dual major in computer science when 

he only majored in accounting.  Thompson blamed the search firm which had submitted the resume with a false 

credential to Paypal (where he previously worked), but that excuse did not save him.  Nor did it save former Radio 

Shack CEO David Edmondson who resigned when it was discovered he made up psychology and theology degrees.  

Corporate boardrooms are littered with the carcasses of executives who have told far more minor lies on their resumes. 

 

Investors are particularly reliant on the creditability of management given the number of related party transactions 

between the Company and its CEO (and his family), and the considerable discretion of Samsonite’s management over 

critical areas such as purchase price accounting.  In our view, evidence of credential fraud is emblematic of a loose 

relationship with the truth, and Samsonite’s board has no choice but to remove him. 

 

http://www.blueorcacapital.com/
https://www.nytimes.com/2012/05/19/business/the-undoing-of-scott-thompson-at-yahoo-common-sense.html
https://www.nytimes.com/2012/05/19/business/the-undoing-of-scott-thompson-at-yahoo-common-sense.html
https://www.nytimes.com/2006/02/21/business/radioshack-chief-resigns-after-lying.html
http://www.businessinsider.com/successful-executives-who-have-lied-on-their-resumes-2015-7#david-geffen-billionaire-entrepreneur-3
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RED FLAGS AT SOUTH ASIAN JV 

 

From an auditing standpoint, the entity which is likely most vulnerable to accounting impropriety is Samsonite South 

Asia Private Limited (“Samsonite South Asia”), the Company’s 60/40 joint venture with the Tainwala family.  Given 

that Samsonite South Asia is owned in part by the CEO’s family and engages in a number of related party transactions 

with family owned entities Abhishri and Bagzone, its transactions should be subject to a higher degree of oversight 

by Samsonite’s audit team. 

But incredibly, Samsonite South Asia is not audited by a local KPMG affiliate.  Rather, it has been audited by a 

succession of tiny Indian firms, which (if recent past is any guide) resign after one year.  There is also evidence of a 

lack of proper internal controls at Samsonite South Asia.   

1) Indian Auditor Resignations 

In FY 2015, Samsonite South Asia was audited by Indian KPMG affiliate BSR & Co.  But Indian regulatory filings 

show that BSR then resigned and “expressed their unwillingness to be re-appointed” as statutory auditors.  

 
Source: Indian FY 2015 Statutory Filings of Samsonite South Asia Private Limited 

Why would a local KPMG affiliate be unwilling to audit Samsonite South Asia’s financials when the Boston-based 

global audit team remained the Company’s auditor of its consolidated Hong Kong financials?  

Not only is it a red flag that KPMG-affiliate BSR resigned, but also that it was replaced in FY 2016, by Spark & Co., 

a small, 5-partner firm based in Pune, India.  Until a recent facelift, Spark’s website included the hilarious stock photo 

of a goofy white guy.  Nothing about its website or its operation indicate that Spark has the independence or 

qualifications to be auditing the material subsidiary of a billion-dollar global brand.  

 

Source: screenshot of historical http://spark-ca.com/Spark/about-us website. 

This same stock photo is used to sell watches and high-speed internet, hardly a credible look for an auditor. 

http://www.blueorcacapital.com/
https://rasr.pcaobus.org/Forms/FormSummary.aspx?ID=6598A535EEE2D1473C8F624B5DB345A3
http://spark-ca.com/about-us
http://spark-ca.com/Spark/about-usw
http://www.birminghamtelecom.co.uk/about-birmingham-telecom/
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Source: http://saylifestyleproducts.com/ 

Curiously, Spark resigned after one year, also citing an “unwillingness to be re-appointed.”  An odd choice for a tiny 

firm like Spark to reject a big account for a global brand.   

 
Source: Indian FY 2016 Statutory Filings of Samsonite South Asia Private Limited 

Samsonite South Asia’s auditor resigned in FY 2015 and FY 2016.  For FY 2017, it appointed Kangude & Waghmode 

Chartered Accountants, which does not even have a website that we could find.  How can such a small, local 

accountant have the resources, expertise and independence to audit a key subsidiary of a billion-dollar brand?  

KPMG’s primary audit team is located in Boston, Massachusetts, and likely requires a local Indian partner it can trust 

to audit a subsidiary which is partly owned by, and transacts with, the Tainwala family.  Indeed, KPMG affiliates audit 

Samsonite’s other subsidiaries in the U.K., Australia and the Netherlands.   

India is the jurisdiction in which investors want the Company’s auditor to be most vigilant in policing transactions 

between its CEO, his family and Samsonite. Yet the local KPMG affiliate resigned, and now Samsonite South Asia is 

on its third auditor in its last three years.  Moreover, Samsonite South Asia has appointed two tiny audit firms that do 

not appear, in our opinion, to be in the league required to audit the material subsidiary of a global brand.  These audit 

red flags suggest Samsonite should trade at a corporate governance discount, not a premium to other global brands.  

2) Lack of Internal Controls 

There is also evidence of a lack of internal controls at Samsonite South Asia.  In its Indian regulatory filings, Samsonite 

South Asia’s registered email address is not an @samsonite email account, but a Gmail account listed as 

Samsonite.secretarial@gmail.com.   

http://www.blueorcacapital.com/
http://saylifestyleproducts.com/
mailto:Samsonite.secretarial@gmail.com
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Source: Samsonite South Asia Indian Regulatory Filings 

This email account also appears as Samsonite South Asia’s registered email address in online corporate databases.  

We believe that it is a significant red flag that such a vulnerable entity would conduct business through a generic 

Gmail account and not through an official @samsonite email account.   

Proper internal controls require corporate communications to be on a corporate email server and for official business 

to be conducted only on corporate email.  It allows Company auditors and record keepers to maintain proper records. 

We consider it suspicious that such a vulnerable entity like Samsonite South Asia would not use an official 

@samsonite email address for record keeping, which, in our opinion, evinces a material weakness in internal controls.   

  

http://www.blueorcacapital.com/
https://www.indiancompany.info/company/samsonite-south-asia-private-limited/
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AUDIT RED FLAGS: MANUAL JOURNAL ENTRIES? 

Samsonite’s audit profile also raises a number of red flags and corporate governance concerns.  Samsonite is audited 

by a KPMG team led by an engagement partner based in Boston, Massachusetts.9 Although it is difficult to pin down, 

we believe that CEO Ramesh Tainwala works from a combination of India, Dubai and Hong Kong.  The CFO and 

General Counsel work out of Samsonite’s Massachusetts headquarters.   

In its FY 2017 annual report, Samsonite’s chairman (Timothy Parker) admits that the Company currently needs greater 

central oversight.  We question whether Samsonite’s self-admitted “decentralized management” is appropriate given 

the number of material transactions in which the Company engages with its CEO and his family-owned related party 

suppliers and customers.   

 

 
Source: Samsonite 2017 Annual Report 

How can a Boston-based auditing team effectively scrutinize a decentralized structure in which the supply chain 

includes material transactions with Chinese manufacturers and an Indian related party owned by the CEO’s family?  

In our Report, we have identified a number of accounting red flags surrounding Samsonite’s inventory, including the 

increasing balance of inventory carried at NRV which, although it must be sold below cost, does not seem to impact 

Samsonite’s reported margins.  Samsonite’s treatment of inventory is also a key component of our analysis of purchase 

price accounting with respect to Tumi’s Asian distributors.  

It is therefore notable that KPMG has identified Samsonite’s revenue recognition as a key audit matter in each of the 

last two years.  Specifically, KPMG has flagged and tested transactions at year end based on the “inherent risk around 

consistent application of … revenue recognition policies” in the various jurisdictions in which Samsonite operates.  

 

 
Source: Samsonite 2016 Annual Report; Samsonite 2017 Annual Results 

In order to address the key audit matter of revenue recognition, KPMG disclosed a number of procedures it 

implemented to check the Company’s books and records.  Notably, KPMG disclosed reviewing “manual journal 

entries” of transactions recorded to revenue during the last month of the last two fiscal years.   

                                                           
9 Samsonite Annual Results, p. 150. 

http://www.blueorcacapital.com/
http://www4.samsonite.com/_investordocs/20180422111406_E_Annual%20Report%202017.pdf
http://www4.samsonite.com/_investordocs/20170410111949_E_Samsonite%202016%20Annual%20Report%20(Final%202017-04-10).pdf
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0315/LTN20180315029.pdf
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0315/LTN20180315029.pdf
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Source: Samsonite 2016 Annual Report; Samsonite 2017 Annual Results 

Why is a global retailer recording revenue from a manual journal entry?  We would expect, given the level of supposed 

sophistication and professionalism of an HKD 49 billion market capitalization company, that revenue transactions 

would not be jotted down with pen or pencil at year end.     

What transactions are papered using a journal? We can assume that the transactions are material, otherwise they would 

not have been reviewed as part of a key audit matter.  Do such journal entries relate to sales or transactions to Tainwala 

owned related parties?  

Samsonite is not a neighborhood Chinese restaurant – so why is it conducting internal accounting like one? Not only 

is this a corporate governance concern, but an auditing red flag unbecoming of a supposedly professional global brand.    

http://www.blueorcacapital.com/
http://www4.samsonite.com/_investordocs/20170410111949_E_Samsonite%202016%20Annual%20Report%20(Final%202017-04-10).pdf
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0315/LTN20180315029.pdf
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WEB OF DISCLOSED AND UNDISCLOSED RELATED PARTIES 

Samsonite continues to engage in a number of related party transactions with entities owned and controlled by its CEO 

and wanna-be doctor, Ramesh Tainwala and his family members.  Such transactions are unbecoming of a global, 

professional organization and raise a number of troubling questions about Samsonite’s corporate governance structure 

and the sufficiency of its internal controls.   

Furthermore, we have conducted independent due diligence on publicly available records in India and have discovered 

a number of non-disclosed entities owned and controlled by the Tainwala family for which online corporate 

registration records reveal an “@samsonite” email address.    We call on Samsonite’s board of directors to appoint an 

independent auditor or law firm to scrutinize the propriety of these connections.   

1) Disclosed Related Party Transactions 

Ramesh Tainwala’s rise through the ranks of Samsonite is interwoven with the Company’s increasing involvement 

with his family enterprises in India.  In 1995, Samsonite entered into a JV with Ramesh Tainwala and companies 

controlled by him and his family (the “Tainwala Group”).  Samsonite continues to own and operate the JV, Samsonite 

South Asia, with the Tainwala group today.  In 2006, the Company entered into another 60/40 JV in the middle east 

through the joint venture Samsonite Middle East FZCO, incorporated in the United Arab Emirates (“Samsonite Middle 

East”).   

In addition to their ownership interest in Samsonite South Asian and Middle Eastern subsidiaries, Tainwala family 

companies manufacture luggage for Samsonite and sell Samsonite products through a chain of family owned retail 

stores in India.     

 

 

Source: Blue Orca 

 

http://www.blueorcacapital.com/
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a. Abhishri 

Samsonite admits in its disclosures that it sells raw materials to, and buys raw materials and finished goods from, 

Abhishri Packaging Pvt (“Abhishri”), an Indian manufacturer of hard-side luggage products owned by the Tainwala 

family.   

 
Source: Samsonite 2017 Annual Report, p. 244, 135 

In FY 2017, Samsonite disclosed purchasing $10.5 million from Abhishri, up 51% from FY 2016, when it purchased 

$6.9 million.   

 
Source: Samsonite 2017 Annual Report, p. 244 

The amount of purchases from Abhishri has increased dramatically in recent years.  

 
Source: Samsonite Public Filings 

The publicly available Indian statutory accounts for Abhishri indicate that Samsonite accounted for 58% of Abhishri’s 

sales in 2017, and 52% in 2016.   

  
Source: Indian Statutory Filings, Blue Orca Calculation 

Note: Abhishri’s statutory filings report sales for FY ending March, so our calculation of 

the percentage of sales to Samsonite is an estimate based on matching Samsonite’s 

disclosures for FY ending December with Abhishri’s filings for the year ending March. 

Samsonite Purchases from Abhishri Packaging Pvt.

USD'000 FY2014 FY2015 FY2016 FY2017

Purchase 3,631         5,560         6,944         10,475       

YoY Change 53% 25% 51%

Samsonite Purchases from Abhishri Packaging Pvt.

USD'000 FY2015 FY2016 FY2017

APP reported sales 9,681         13,320         18,004         

Sales to Samsonite 5,560         6,944           10,475         

% 57% 52% 58%

http://www.blueorcacapital.com/
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Why is a global retail brand purchasing finished products from a low-value add Indian luggage manufacturer owned 

by the CEO and his family?  How is the Company’s Boston-based auditor sufficiently positioned to check the integrity 

of such transactions? The CEO controls both the Company and the supplier, which we believe is a significant red flag 

creating the opportunity for accounting impropriety.  

In addition, Abhishri’s statutory Indian accounts state that it has unhedged foreign currency obligations to Chinese 

firms which also supply to Samsonite.  These balances imply that Abhishri is also buying products from Samsonite’s 

Chinese suppliers.  For example, Abhishri’s statutory filings imply that it purchases from JingYu Lock Hong Kong 

Co. Ltd. and Xian Kombo Import and Export Co. Ltd. 

 

Source: FY 2017 Abhishri Indian Statutory Filings 

Online records indicate that both JingYu Lock Hong Kong Co. Ltd. and Xian Kombo Import and Export Co. Ltd.  also 

supply Samsonite.   

Source: Import Genius 

http://www.blueorcacapital.com/
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Source: Import Genius 

We also found records that other companies with whom Abhishri does business also supply Samsonite, including 

Yurongxing Metal Zipper (Shenzhen) Co Ltd and Wujiang Yiwei Textile Co Ltd.   

If Abhishri is buying from Samsonite’s Chinese suppliers only to sell luggage to Samsonite, what is its value in the 

supply chain? Such ties indicate that Abhishri is merely a middle-man between Samsonite and its Chinese suppliers, 

which raises the question as to why the Company would do business with Abhishri in the first place?  

Abhishri’s financial profile, evident from publicly available Indian statutory filings, also suggests the supplier is 

struggling with meager margins and increasing debts.  

  
Source: Indian Statutory Filings; FYE March 

Given the lack of audit oversight over transactions between the Company, its 60/40 JV Samsonite South Asia, and 

Abhishri, we think it is a significant red flag that the CEO’s family owned entity is also a middle man between 

Samsonite and its Chinese suppliers.   

Why doesn’t Samsonite just transact directly with its Chinese suppliers and eliminate Abhishri from the supply chain? 

What is the purpose of such related party transactions?  Such related party transactions suggest Samsonite should trade 

at a corporate governance discount, not a premium valuation on par with Burberry.  

b. Bagzone 

Samsonite also sells luggage to Bagzone Lifestyle Private Limited (“Bagzone”).  In 2009, Samsonite entered into a 

deal with Bagzone, which is controlled by the Tainwala Group, to be the preferred dealer of Samsonite and American 

Tourister products in India.  As of FY 2017, Bagzone operated 85 exclusive Samsonite retail outlets and 46 multi-

brand outlets in India. 

Abhishri Financial Profile

USD'000 FY2015 FY2016 FY2017

APP reported sales 9,683             13,329           18,048              

EBIT 759                885                1,338                

Net profit 196                479                292                   

Net Margins % 2% 4% 2%

Long-term Borrowings 1,800             1,937             3,703                

Short-term Borrowings 2,384             3,751             4,567                

Cash 55                  156                178                   

Net Debt 4,128             5,533             8,091                

Net Debt to EBIT 5.4                 6.2                 6.0                    

Payables 1,701             2,113             3,332                

Other Current Liabilities 2,512             1,442             3,070                

http://www.blueorcacapital.com/
https://www.importgenius.com/india/suppliers/xian-kombo-import-export-co-ltd
https://panjiva.com/Yurongxing-Metal-Zipper/42774923
https://www.importgenius.com/india/suppliers/wujiang-yiwei-textile-co-ltd
http://www.hkexnews.hk/listedco/listconews/SEHK/2018/0422/LTN20180422085.pdf
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Source: Samsonite 2017 Annual Report, p. 245 

Samsonite disclosed $11.2 million in sales to Bagzone in FY 2017.  Notably, Samsonite also discloses a large 

receivable balance from Bagzone equal to more than 100% of annual sales.  Although Samsonite is recognizing sales 

to the family-controlled entity, the receivables balance suggest Bagzone is struggling to pay the Company for the 

luggage it buys.     

 
Source: Samsonite 2017 Annual Results, p. 79 

 
Source: Samsonite Public Filings 

As of FY 2017, Bagzone’s receivables balance owed to the Company exceeded 100% of Samsonite’s sales to the 

related party. 

Bagzone’s mounting receivables balance raises the question of why the related party retailer gets better credit terms 

than other distributors.  It also raises the possibility that Bagzone is hoarding increasing amounts of worthless 

inventory on behalf of the Company.   

Channel stuffing through related parties is always a danger when there are not sufficient controls, and we think such 

a risk is material in this case.   Indian statutory filings indicate that Bagzone purchased $18.1 million in stock in trade 

in 2017 (FY ending March), of which $11.2 million came from Samsonite.  Although Bagzone appears to purchase 

62% of its inventory from Samsonite, it has failed to consistently generate a profit.  

Samsonite Sales to Bagzone

USD'000 2014 2015 2016 2017

Sales 11,415       10,606       10,337       11,211       

YoY Change -7% -3% 8%

Receivables from Bagzone 8,573         8,919         11,741       13,429       

% of sales 75% 84% 114% 120%

http://www.blueorcacapital.com/
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Source: Indian Statutory Filings, Samsonite Annual Reports 

Note: Bagzone’s statutory filings report sales for FY ending March, so our calculation of 

the percentage of sales to Samsonite is an estimate based on matching Samsonite’s 

disclosures for FY ending December with Bagzone’s filings for the year ending March. 

Like its relationship with other Tainwala controlled entities, Samsonite’s dealings with Bagzone are suspicious and 

unbecoming of a global retailer.  The relationship presents a myriad of corporate governance risks, including channel 

stuffing of low or zero margin inventory, which can essentially sit with a CEO-controlled Indian distributor.  The 

appeal of Bagzone to the Tainwala family is also confusing: the Indian distributor lost money in two of the last three 

fiscal years. 

Samsonite might try and retort that transactions with Bagzone are not material, as they account for $11 million of the 

Company’s consolidated FY 2017 revenues of $3.5 billion.  But investors will recall that Valeant made a similar 

excuse with respect to Philidor.  When short sellers alerted the market that Valeant secretly controlled an obscure 

distributor, Valeant dismissed the allegations on account that sales to Philidor were immaterial and about 5% of 

company revenues.  Yet the dollar volumes of transactions with Philidor did not have to be large in order to artificially 

inflate Valeant’s earnings. 

There is a similar risk with the related party transactions between Samsonite and the private entities controlled by its 

CEO and his family.  Measured as a percentage of revenues, such transactions appear small.  But Samsonite’s profit 

margins are thin, so even small dollars are material to the Company’s reported growth and profitability.   

Samsonite is stuck between a rock and a hard place.  If transactions with Abhishri and Bagzone are supposedly 

immaterial to the Company’s financial position, then there seems little reason to justify the corporate governance stink 

of a supposedly global retailer continuing to buy luggage from, and sell luggage through, entities controlled by the 

CEO and his family.  Put simply, if such transactions are immaterial, why doesn’t Samsonite get rid of them?   

But if Samsonite continues such dealings, despite their malodorous appearance, then shareholders are in their rights 

to question such transactions.  To start, how can Samsonite’s auditor, whose principal engagement partner sits in 

Boston, Massachusetts, have any hope of verifying the transactions between Tainwala Group entities which sell 

luggage to and buy luggage from the Company’s Indian subsidiary – which is itself 40% owned by the Tainwala 

Group?   

We question whether an auditor sitting in India could adequately police such transactions.  We think it is hopeless for 

an auditor in Boston to safeguard shareholder’s rights on dealings between Indian entities under the thumb of its CEO.  

2) Undisclosed Related Party Connections 

We have also found evidence of undisclosed related party entities controlled and owned by the CEO and/or his family 

which, according to online corporate record databases, are registered using an @samsonite email address.  Some of 

these entities also appear to operate in the luggage space.  It is difficult given the limited public information to verify 

the volume of transactions, if any, between Samsonite and such undisclosed related party entities, but such entities are 

significant governance red flags and create the material risk of impropriety.  We call on Samsonite’s board to appoint 

an independent audit firm to investigate these entities and their connection to the Company.  

 

Samsonite Sales to Bagzone

USD'000 FY2015 FY2016 FY2017

Bagzone Stock in Trade Purchase 15,146 16,466 18,071

Samsonite Sales to Bagzone 10,606 10,337 11,211

% 70% 63% 62%

Bagzone Reported Sales 27,997 30,609 33,855

Bagzone Profit and Loss (1,424) 794 (459)

*INR to USD conversion rate of 0.0156 0.0149 0.0154

http://www.blueorcacapital.com/
http://www.businessinsider.com/leaked-valeant-documents-show-philidor-strategy-2016-11
http://fortune.com/2015/10/31/valeant-scandal/
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a. Parikrama 

Corporate records show that in May 2017, Samsonite CEO, his wife and daughter incorporated a partnership 

Parikrama Logistics and Holdings LLP (“Parikrama”).  On the Indian Ministry of Commerce website, Parikrama is 

listed as a luggage and travel goods manufacturer.   

Source: Indian Ministry of Commerce 

 
Source: Online Corporate Records Database 

Indian Ministry of Commerce records state that Parikrama is an Indian luggage manufacturer privately controlled by 

the CEO’s family members.  According to online record databases, Parikrama is registered to Sharad Thanvi using an 

@Samsonite email address.  LinkedIn results indicate that Thanvi works for Samsonite subsidiary Samsonite South 

Asia Pvt Ltd.   

 
Source: LinkedIn 

That a privately held entity like Parikrama is registered using a company email address by a company employee 

suggests it transacts with the Company, yet it is an undisclosed related party which is not, to our knowledge, mentioned 

in any of Samsonite’s annual reports or announcements.  

b. Other Entities 

We also found five other entities either owned and/or controlled by Ramesh Tainwala or his family for which an online 

corporate record database lists an @samsonite email as the registered contact address.   

http://www.blueorcacapital.com/
http://www.dipp.nic.in/sites/default/files/moniem_6.htm
https://www.mycorporation.in/company/parikrama-logistics-and-holdings-llp/AAJ-4510
https://in.linkedin.com/in/sharad-thanvi-51831916
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Source: Online Record Databases 

For example, online corporate records database indicate that the CEO’s daughter and wife are directors of Newcon 

Interiors Private Limited (“Newcon”), and that the contact or registered email is another @samsonite address. 

 
Source: http://business.indiafilings.com/newcon-interiors-private-limited 

Pranav Mewada is the company secretary for Samsonite South Asia, the Company’s 60/40 JV with the Tainwala 

family.   

Source: FY 2016 Samsonite South Asia Indian Statutory Filings 

The online corporate database, Informix.In, states that it is pulling information from “official company registers and 

other public data sources.”  We question why such privately held entities are using @samsonite email addresses if 

they are not affiliated with or transacting with the Company.  Another possibility is that Company resources are being 

inappropriately used by the CEO and his family to handle private business concerns.   

That said, we must caveat that in the case of every entity listed above except Parikrama, registration emails found in 

Indian statutory filings list Tainwala.secretarial@gmail.com, not an @samsonite email address.   We are unsure why 

there would be a discrepancy, but the presence of an @samsonite email address in online record databases suggest 

that perhaps Company employees may be involved in the record filing process. 

Rather than trade at a premium valuation in line with peers like Burberry, webs of connections with related party 

entities (some disclosed, others not) suggest Samsonite should trade, in our opinion, at a corporate governance 

discount. 

Entity Jurisdiction

Disclosed 

Related Party?

Relationship to 

Tainwala Group Connection to Samsonite

India No
Tainwala Family are 

Directors

 @samsonite email address

Involved in luggage manufacturing

India No
Tainwala Family are 

Directors
 @samsonite email address

India No
Tainwala Family are 

Directors

 @samsonite email address

Involved in luggage manufacturing

India Not Currently
Tainwala Family are 

Directors
 @samsonite email address

India Yes
Tainwala Family are 

Directors
 @samsonite email address

India Yes
Tainwala Family are 

Directors
 @samsonite email addressSatya Buildmart Private Limited

Newcon Interiors Private Limited

Parikrama Logistics and Holdings 

Planet Retail Holdings Private 

Limited

Shoezone Lifestyle Private Limited

Samtain Sales Private Limited

http://www.blueorcacapital.com/
http://business.indiafilings.com/newcon-interiors-private-limited
http://business.indiafilings.com/newcon-interiors-private-limited
http://informix.in/planet_retail_holdings_private_limited_mumbai/970794/
mailto:Tainwala.secretarial@gmail.com
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VALUATION 

Today, despite purchase price accounting games, a growing balance of inventory carried at NRV, a number of 

governance and audit red flags, and a host of highly dubious related party connections (disclosed and undisclosed) 

between the Company and its CEO, Samsonite trades near all-time highs.   

 

 
Source: Thompson Reuters - Samsonite Historical Price Chart 

 

On an EV to EBITDA basis, Samsonite trades at a premium valuation in line with Burberry (BRBY), a significantly 

more valuable brand with much lower debt.   

 

 
Source: Thompson Reuters 

 

We think comparing Samsonite to Burberry is ridiculous, given the difference in brand notoriety, gross margins and 

frequency of purchase.  Consumers shopping for a Burberry or Louis Vuitton bag are paying a significant premium 

Company Gross Margin

EBITDA 

Margin

EV/ TTM 

EBITDA

Forward 

EV/EBITDA

EV/ TTM 

FCF

Forward P/E 

Multiple

Luxury Brand

Prada SpA 74% 19% 21.8 17.0 49.0 35.3

Kering SA 65% 22% 18.7 15.7 28.7 23.8

Salvatore Ferragamo SpA 64% 18% 16.3 16.4 25.8 32.2

LVMH Moet Hennessy Louis Vuitton SE 65% 24% 16.5 14.2 35.5 26.0

Burberry Group PLC 69% 20% 13.8 13.0 13.1 25.6

Median 65% 20% 16.5 15.7 28.7 26.0

Average 68% 21% 17.4 15.3 30.4 28.6

Mid-tier Brand

Tapestry Inc 65% 17% 14.3 10.0 21.2 15.8

Hugo Boss AG 66% 18% 11.0 10.7 22.5 20.7

Michael Kors Holdings Ltd 60% 23% 10.1 9.9 12.0 14.0

Ralph Lauren Corp 61% 15% 8.8 8.8 10.2 18.8

PVH CORP 55% 12% 14.1 11.0 42.4 16.3

Median 61% 17% 11.0 10.0 21.2 16.3

Average 63% 19% 11.6 10.0 21.6 17.0

Samsonite International SA 56% 16% 13.8 11.9 50.2 19.4

http://www.blueorcacapital.com/
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and are likely to purchase at least one item per season to keep up with fashions.  By comparison, consumers purchase 

luggage much less frequently.  Ask yourself, when was the last time you bought a suitcase?   

 

Nor are the brands comparable.  Consumers looking for luxury luggage are not buying Samsonite or Tumi, but luggage 

produced by luxury fashion brands like Prada, Louis Vuitton or Gucci (Kering).  Case in point.  In March 2018, 

Cristiano Ronaldo was named the global brand ambassador for Samsonite’s American Tourister brand.  But Ronaldo 

posted this photo in April 2018, traveling with an ultra-fashionable Louis Vuitton suitcase.  Not Tumi, not Samsonite 

and clearly not American Tourister.  Even celebrities paid to promote Samsonite’s brands prefer higher end luggage.    

 

 
Source: Instagram 

 

Luxury fashion labels such as LVMH destroy inventory rather than discount it.  Their brands are so valuable they 

would rather set unsold items on fire.  But even a cursory browse online turns up retailers offering Samsonite luggage 

for 30-50% off, including at Macy’s, Sears and Kohl’s and Samsonite’s own website.   

 

Tumi is Samsonite’s high-end brand.  Yet it is popular not with the jet-set crowd, but over-zealous business school 

students and bleary-eyed McKinsey consultants.  Functional, rather than fashionable.  Samsonite’s name brand is 

traditionally mid-level.  American Tourister is a discount brand sold at Wal-Mart.  

 

Assembling a proper peer group for Samsonite is difficult because of the absence of other pure play luggage makers.  

But in terms of gross margins and brand reputation, it is smarter to compare Samsonite to a peer group of mid-tier 

brands, including Tapestry (TPR) (which owns Coach and Kate Spade), PVH.N (which owns Calvin Klein and 

Tommy Hilfiger), Hugo Boss (BOSS.DE), Michael Kors (KORS.K) and Ralph Lauren (RL).  Even this comparison 

is charitable, as consumers are more likely to care about a fashionable item from Ralph Lauren (and purchase such 

items far more frequently) than a suitcase they keep in their closet and replace every eight to ten years.     

 

But our point is that even if we are charitable, and value the luggage maker on a median EV/EBITDA multiple (11.0x) 

as such mid-tier brands (TPR, BOSS, KORS, RL, PVH), Samsonite’s stock appears grossly overvalued.   

 

http://www.blueorcacapital.com/
http://www.thejakartapost.com/travel/2018/03/27/cristiano-ronaldo-named-american-tourister-brand-ambassador.html
https://www.instagram.com/p/BbtalCjl7AT/?hl=en&taken-by=cristiano
https://www.scoopwhoop.com/louis-vuitton-burns-its-unsold-bags/#.0shdjvmlg
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http://www.sears.com/home-luggage-travel-gear/b-5000640?Brand=Samsonite&filterList=Brand&subCatView=true&viewItems=50&sid=isx2017xHomexnonbrand&psid=600x8087797&knshCrid=147906892522&k_clickID=2755dcf7-02bf-4d13-b4a6-87e59a60f115&utm_campaign=Sears%20-%20Google%20-%20Search%20-%20Home%20-%20Luggage%20-%20NB&utm_group=Brands%20-%20Samsonite%20-%20Exact&utm_term=samsonite%20luggage&gclid=EAIaIQobChMIt7TK-4X32gIVRVgNCh2i1gHpEAMYAyAAEgK3a_D_BwE
https://www.kohls.com/catalog/samsonite-luggage-suitcases.jsp?CN=Brand:Samsonite+Department:Luggage%20%26%20Suitcases
https://shop.samsonite.com/clearance/
https://www.walmart.com/ip/American-Tourister-5-Piece-Luggage-Spinner-Set-Updated-Version/112303477?wmlspartner=wlpa&selectedSellerId=0&adid=22222222227093872819&wmlspartner=wmtlabs&wl0=&wl1=g&wl2=c&wl3=212851356152&wl4=pla-342691557980&wl5=9028279&wl6=&wl7=&wl8=&wl9=pla&wl10=8175035&wl11=online&wl12=112303477&wl13=&veh=sem
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For the purposes of our valuation, we value Samsonite as a blended average of four methodologies.  First, using 

historical figures, we believe it is appropriate to adjust Samsonite’s reported EBITDA for the year ending Q1 2018 to 

deduct dubious purchase price accounting benefits from the Tumi and Asian distributor acquisitions.   

 

We believe that Samsonite inappropriately inflated Tumi’s reported payables and accrued expenses by at least $62 

million in its purchase price accounting.  The inflation of such liabilities allows Samsonite to avoid having to recognize 

subsequent expenses on its income statement.  Because Samsonite purchased Tumi in August 2016, we adjust 

Samsonite’s Q1 2018 EBITDA to deduct 33% of that amount, or $21 million, in expenses we believe should have 

flowed through the Company’s income statement over the last four quarters.   

 

In addition, we also deduct what we believe to be illusory profits from inappropriate purchase price accounting with 

respect to the acquired inventory for Tumi’s Asian distributors.  By marking the value of such inventory down to only 

$9.4 million at the time of acquisition, even though the distributors carried 5-6 months of inventory on their balance 

sheets, we believe that Samsonite was able to unjustly inflate reported EBITDA by at least $32 million in the year 

ending Q1 2018.10   

 

Such deductions are not de minimis.  Samsonite’s shares trade at a premium because its growth trajectory is seemingly 

immune from the global retail apocalypse.  Yet such adjustments suggest that Samsonite’s reported growth is likely 

not as robust as the company claims.  Samsonite claimed that its EBITDA grew by $58.8 million in TTM ending Q1 

2018 (11%), but by our estimates, purchase price accounting games with payables and inventory inflated reported 

EBITDA by $53 million in that period.  Had the Company used proper purchase price accounting, we believe that its 

reported growth would have been far lower.  Not only would Samsonite then trade off of a lower EBITDA number, 

but we believe the share multiple premium Samsonite enjoys over other mid-tier brands would disappear once its 

financials reflected slower growth.    

 

If we take Samsonite’s adjusted EBITDA and apply the median multiple of our peer group of five mid-tier brands 

(11.0x), we get a 34% downside to Samsonite’s stock before applying any corporate governance discount. 

                                                           
10 Calculation is as follows.  2H 2016 Tumi sales to Asian distributors was $70.8 million.  We assume, based on Samsonite’s 

disclosures, that the acquired distributors held 6 months of inventory on their balance sheets at the time of the acquisitions.  If we 

subtract sales to non-acquired distributors (ex Japan, Thailand, India and Indonesia) and online sales, we estimate that Samsonite 

sales to acquired distributors was $46.4 million in 2H FY 2016.  Given that Samsonite marked the acquired inventory at only $9.4 

million, we estimate that the understatement (i.e., value of acquired inventory minus recognized amount) was at least $32 million 

as of LTM ending Q1 2018.  

http://www.blueorcacapital.com/
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Simply adjusting for two instances of inappropriate purchase price accounting and applying a median multiple of a 

charitable peer group, we calculate that Samsonite’s shares are worth 34% less than their current trading price.  But 

we also believe a corporate governance discount is appropriate given the CEO’s resume embellishment, the accounting 

red flags such as auditor resignations at Samsonite South Asia, and the number of questionable transactions between 

the Company and related parties owned or controlled by the CEO and his family.  If we apply only a 15% governance 

discount, we value Samsonite’s shares at HKD 19.11 on an EV/TTM adjusted EBITDA basis.   

 

We reach a similar conclusion on a forward basis.  The consensus street forecast is that Samsonite’s EBITDA will 

grow by 17.15% in FY 2018.  But we think much of this growth is likely illusory.   

 

As discussed in this report, Samsonite is carrying an increasing balance of inventory at NRV.  At the beginning of FY 

2018, Samsonite disclosed that 42% of its finished goods were carried at NRV.  Such inventory, by definition, must 

be sold at zero margin.  Samsonite’s margins have thus far not been affected by this growing balance of unprofitable 

luggage, but the pain cannot be delayed indefinitely.  

 

It is difficult to be precise about the exact effect on such NRV inventory on Samsonite’s margins and growth.  But the 

trend, in our opinion, clearly indicates that Samsonite’s growth is not as robust as the market believes.  It would also 

corroborate anecdotal evidence from Samsonite’s online sales practice in which Samsonite’s very own website offers 

luggage for sale at deep discounts to its list price.   

 

Valuation - Adjusted EV/TTM EBITDA

USD M

Samsonite Normalized EBITDA 573

Adjustment:

Understatement of Tumi Payables (21)

Understatement of Tumi Asian Distributors Inventories (32)

Adjusted EBITDA 521

Peers Median EV/TTM EBITDA 11.0

Adjusted Enterprise Value 5,739

Less: Net Debt 1,605

Implied Market capitalization 4,134

Shares outstanding 1,434

Estimate of stock price (USD) 2.9

Estimate of stock price (HKD) 22.5

Corporate Governance Discount 15%

Blue Orca estimate of stock price (HKD) 19.11

Current trading price (HKD) 34.05

Downside -44%

Exchange rate: HKD to USD 7.8

Source: Samsonite Public Filings, Sell-side reports, Blue Orca Calculation

http://www.blueorcacapital.com/
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Source:https://shop.samsonite.com/luggage/?src=google&utm_source=google&utm_medium=cpc&utm_campaign

=Brand%20-%20Luggage%20-%20Exact  

 

If Samsonite’s online retail platform is offering luggage at a 50% discount, how will the Company sustain its 56% 

gross margins going forward?   

 

In order to be conservative, we assign a growth rate of 10%, rather than the 17.5% consensus forecast for EBITDA 

growth.  We believe this growth rate is generous yet still accounts for the ill effects of the growing balance of NRV 

inventory on the Company’s balance sheet.  Analysts forecast that Samsonite’s peer group will report less than 1% 

EBITDA growth, given global retail headwinds, so we think our use of 10% growth in our model is highly generous.      

 

  
Source: Thompson Reuters  

Peers Forecasted EBITDA Growth Rate

Company FY 18

TPR* 0.15%

RL -4.46%

BOSSn.DE 0.59%

KORS.K -4.90%

PVH.N 13.42%

Median 0.15%

Average 0.96%

http://www.blueorcacapital.com/
https://shop.samsonite.com/luggage/?src=google&utm_source=google&utm_medium=cpc&utm_campaign=Brand%20-%20Luggage%20-%20Exact
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Because Samsonite is trading at all-time highs, by assigning a more modest growth rate (10%) to Samsonite’s adjusted 

TTM Q1 2018 EBITDA, we value its shares at a significant discount to current market price on a forward EBITDA 

basis. 

 

   
 

Applying only a 15% corporate governance discount and a median multiple of peers, we value Samsonite’s shares on 

a forward basis at HKD 19.00 per share, 44% below Samsonite’s current price. 

 

Another way to value Samsonite’s shares is as a multiple of free cash flow.  This metric will generally be immune to 

the purchase price accounting games played by management.  If we simply value Samsonite’s shares at the median 

multiple of mid-tier brands on an EV/TTM FCF basis (21.2x), without applying a corporate governance discount we 

would value Samsonite’s shares at HKD 9.51 per share. 

 

   
 

Valuation - Adjusted Forward EV/EBITDA

USD M

Samsonite TTM Q1 18 Normalized EBITDA 573

Adjustment:

Understatement of Tumi Payables (21)

Understatement of Tumi Asian Distributors Inventories (32)

Adjusted TTM Q1 18 EBITDA 521

Growth rate 10%

Estimated TTM Q1 19 EBITDA 573

Peers Median Forward EV/EBITDA 10.0

Adjusted Enterprise Value 5,717

Less: Estimated Net Debt 1,605

Implied Market capitalization 4,112

Shares outstanding 1,434

Estimate of stock price (USD) 2.9

Estimate of stock price (HKD) 22.4

Corporate Governance Discount 15%

Blue Orca estimate of stock price (HKD) 19.00

Current trading price (HKD) 34.05

Downside -44%

Exchange rate: HKD to USD 7.8

Source: Samsonite Public Filings, Sell-side reports, Blue Orca Calculation

Valuation - EV/TTM FCF

USD M

Q1 18 TTM FCF 158

Peer EV/ TTM FCF (median) 21.2

Adjusted Enterprise Value 3,354

Less: Net Debt 1,605

Implied Market capitalization 1,750

Shares outstanding 1,434

Estimate of stock price (USD) 1.2

Blue Orca estimate of stock price (HKD) 9.51

Current trading price (HKD) 34.05

Downside -72%

Exchange rate: HKD to USD 7.8

Source: Samsonite Public Filings, Blue Orca Calculation
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The table above underscores just how overvalued Samsonite is.  Without a corporate governance discount or any 

deductions for purchase price accounting, valued on the same multiple of free cash flows as its peer, we estimate 

Samsonite’s shares to be worth 72% less than its last traded price. 

 

We believe that an EV/EBITDA multiple is the best valuation method for Samsonite, because it accounts for the high 

amount of debt it has relative to its peers.  Comparing Samsonite’s 2.8x net/debt to EBITDA ratio to both luxury and 

mid-tier comps, Samsonite is the obvious and massive outlier.  Indeed, three have net cash (SFER.MI, BRBY, and 

RL) and only one comp, PVH.N, has close to Samsonite’s leverage. 

 

 
Source: Thompson Reuters 

 

Although we believe a valuation on an EV/EBITDA multiple is superior because it accounts for Samsonite’s 

substantial debt, we are sensitive that the sell-side analyst community prefers to value Samsonite on a P/E basis.  When 

we value Samsonite on forward P/E basis, the impact of adjustments for purchase price accounting games or NRV 

inventory are just as significant. 

 

    

Valuation - Adjusted Forward P/E Multiple

USD M

Q1 18 TTM Earnings 341

Adjustment:

Understatement of Tumi Payables (21)

Understatement of Tumi Asian Distributors Inventories (32)

Adjusted Q1 18 TTM Earnings 288

Growth rate 5%

Estimated Q1 2019 Earnings 303

Shares outstanding 1,434

Diluted Earnings per Share (USD) 0.2

Diluted Earnings per Share (HKD) 1.6

Peers Median Forward P/E Multiple 16.3

Estimate of stock price (HKD) 26.8

Corporate Governance Discount 15%

Blue Orca estimate of stock price (HKD) 22.75

Current trading price (HKD) 34.05

Downside -33%

Exchange rate: HKD to USD 7.8

Source: Samsonite Public Filings, Blue Orca Calculation
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In our model, we assume a 5% organic growth rate in earnings, which we believe is in line with analyst forecasts and 

consistent with the Company’s reported historic organic growth (excluding acquisitions).  Even on a forward P/E 

basis, at a median multiple of our peer list, we value Samsonite’s shares at 33% below current price.   

 

A blended average of our four valuation approaches yields a share price of HKD 17.59 per share, 48% below 

Samsonite’s last traded price.   

 

   
 

There are reasons to believe that our valuation is conservative, and that the down side could be even more significant 

to Samsonite’s stock price.  First, we compare Samsonite to fashion brands like Ralph Lauren, Kate Spade and Calvin 

Klein, which is likely charitable.  Second, our valuation does not quantify the growing balance of stale inventory 

which we believe will hamper growth and crush margins.  Third, we apply only a 15% corporate governance discount. 

 

We believe that Samsonite’s board of directors has no choice but to terminate Ramesh Tainwala for fabricating a 

doctorate credential on his CV.  We also believe it is imperative for the board to appoint an independent audit firm to 

scrutinize all transactions involving Company JV Samsonite South Asia, the Company’s treatment of inventory and 

its purchase price accounting.  This inquiry must also scrutinize the litany of disclosed and undisclosed connections 

between Samsonite South Asia, Abhishri, Bagzone and other entities owned and controlled by the CEO and his family.     

 

Ultimately, we believe that Samsonite is simply carrying too much baggage to trade at such a high premium.   

  

Blended Valuation

Valuation Methodologies Est. Stock Price

Adjusted EV/TTM EBITDA 19.11

Adjusted Forward EV/EBITDA 19.00

EV/TTM FCF 9.51

Adjusted Forward P/E Multiple 22.75

Average 17.59

Current trading price 34.05

Downside -48%

Source: Samsonite Public Filings, Blue Orca Calculation
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DISCLAIMER 

 We are short sellers. We are biased. So are long investors. So is Samsonite. So are the banks that raised money for the Company. If you 

are invested (either long or short) in Samsonite, so are you. Just because we are biased does not mean that we are wrong. We, like everyone 

else, are entitled to our opinions and to the right to express such opinions in a public forum. We believe that the publication of our opinions 

about the public companies we research is in the public interest.  

 

You are reading a short-biased opinion piece. Obviously, we will make money if the price of Samsonite stock declines. This report and all 

statements contained herein are the opinion of BOC Texas, LLC, and are not statements of fact. Our opinions are held in good faith, and 

we have based them upon publicly available evidence, which we set out in our research report to support our opinions. We conducted 

research and analysis based on public information in a manner that any person could have done if they had been interested in doing so. 

You can publicly access any piece of evidence cited in this report or that we relied on to write this report. Think critically about our report 

and do your own homework before making any investment decisions. We are prepared to support everything we say, if necessary, in a 

court of law.  

 

As of the publication date of this report, BOC Texas, LLC (a Texas limited liability company) (possibly along with or through our members, 

partners, affiliates, employees, and/or consultants) along with our clients and/or investors has a direct or indirect short position in the 

stock (and/or possibly other options or instruments) of the company covered herein, and therefore stands to realize significant gains if the 

price of such instrument declines. Use BOC Texas, LLC’s research at your own risk. You should do your own research and due diligence 

before making any investment decision with respect to the securities covered herein. The opinions expressed in this report are not 

investment advice nor should they be construed as investment advice or any recommendation of any kind.  

 

This report and its contents are not intended to be and do not constitute or contain any financial product advice as defined in the Australian 

Corporations Act 2001 (Cth). Because this document has been prepared without consideration of any specific clients investment objectives, 

financial situation or needs, no information in this report should be construed as recommending or suggesting an investment strategy. 

Investors should seek their own financial, legal and tax advice in respect of any decision regarding any securities discussed herein.  At 

this time, because of ambiguity in Australian law, this report is not available to Australian residents.  Australian residents are encouraged 

to contact their lawmakers to clarify the ambiguity under Australian financial licensing requirements.   

 

Following publication of this report, we intend to continue transacting in the securities covered therein, and we may be long, short, or 

neutral at any time hereafter regardless of our initial opinion. This is not an offer to sell or a solicitation of an offer to buy any security, 

nor shall any security be offered or sold to any person, in any jurisdiction in which such offer would be unlawful under the securities laws 

of such jurisdiction. To the best of our ability and belief, all information contained herein is accurate and reliable, and has been obtained 

from public sources we believe to be accurate and reliable, and who are not insiders or connected persons of the stock covered herein or 

who may otherwise owe any fiduciary duty or duty of confidentiality to the issuer. As is evident by the contents of our research and analysis, 

we expend considerable time and attention in an effort to ensure that our research analysis and written materials are complete and 

accurate. We strive for accuracy and completeness to support our opinions, and we have a good-faith belief in everything we write, 

however, all such information is presented “as is,” without warranty of any kind– whether express or implied.  

 

If you are in the United Kingdom, you confirm that you are subscribing and/or accessing BOC Texas, LLC research and materials on 

behalf of: (A) a high net worth entity (e.g., a company with net assets of GBP 5 million or a high value trust) falling within Article 49 of 

the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “FPO”); or (B) an investment professional (e.g., a 

financial institution, government or local authority, or international organization) falling within Article 19 of the FPO.  

 

This report should only be considered in its entirety.  Each section should be read in the context of the entire report, and no section, 

paragraph, sentence or phrase is intended to stand alone or to be interpreted in isolation without reference to the rest of the report.  The 

section headings contained in this report are for reference purposes only and may only be considered in conjunction with the detailed 

statements of opinions in their respective sections.  

 

BOC Texas, LLC makes no representation, express or implied, as to the accuracy, timeliness, or completeness of any such information or 

with regard to the results to be obtained from its use. All expressions of opinion are subject to change without notice, and BOC Texas, 

LLC does not undertake a duty to update or supplement this report or any of the information contained herein. By downloading and 

opening this report you knowingly and independently agree: (i) that any dispute arising from your use of this report or viewing the material 

herein shall be governed by the laws of the State of Texas, without regard to any conflict of law provisions; (ii) to submit to the personal 

and exclusive jurisdiction of the superior courts located within the State of California and waive your right to any other jurisdiction or 

applicable law, given that BOC Texas, LLC is a Texas limited liability company that operates in Texas; and (iii) that regardless of any 

statute or law to the contrary, any claim or cause of action arising out of or related to use of this website or the material herein must be 

filed within one (1) year after such claim or cause of action arose or be forever barred. The failure of BOC Texas, LLC to exercise or 

enforce any right or provision of this disclaimer shall not constitute a waiver of this right or provision. If any provision of this disclaimer 

is found by a court of competent jurisdiction to be invalid, the parties nevertheless agree that the court should endeavor to give effect to 

the parties' intentions as reflected in the provision and rule that the other provisions of this disclaimer remain in full force and effect, in 

particular as to this governing law and jurisdiction provision. 
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