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IMPORTANT:
This presentation is meant for  
on-screen delivery supplemented 
by critical additional information. 
Reading this presentation
without the accompanying
commentary may be misleading.
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DISCLAIMER

This report reflects the opinions and projections of Quintessential Capital Management ("QCM") as of the date of publication,
which is subject to change without notice at any time following the date of issue. QCM does not represent that any opinion
or projection will be realized. While the information presented in this report is believed to be reliable, no representation or
warranty is made concerning the accuracy of any data presented in this report or its attachments. All information provided
in this report is for informational purposes only and should not be deemed as investment advice or a recommendation to
purchase or sell any specific security.

QCM has an economic interest in the price movement of the securities mentioned in this report, but QCM's economic interest is
subject to change without notice.

This report may not be reproduced without prior written permission from QCM.

The information presented in this report is supplemented by footnotes, which identify QCM's sources, assumptions, estimates, and
calculations. The information contained herein should be reviewed in conjunction with the footnotes.

This report shall not constitute an offer to sell or the solicitation of an offer to buy any interests in any fund managed by QCM or
any of its affiliates. Such an offer to sell or solicitation of an offer to buy interests may only be made pursuant to definitive
subscription documents between QCM and an investor.
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THE FIRST “GREEK PARMALAT” SANK BY QCM
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The Other Greek Parmalat

QCM IS SHORT FOLLI FOLLIE (FFGRP)
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FOLLI FOLLIE: THE BASICS
• Market Cap: $1.4b
• Industry: luxury goods.
• Domicile: Greece. 
• Listed: Greek Stock 

Exchange.
• Sales: €1.3b (2016)
• EBITDA: €279m (2016)
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THE PRODUCTS ARE OK…
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JEWELRY, WATCHES & ACCESSORIES ARE CORE

• Core business is JWA.
• Department store is 

Attica (Athens).
• Retail/wholesale is 

secondary.
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197.4 

Sales - € millions

Jewellery-Watches-Accessories

Department Stores

Retail / Wholesale
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ASIA IS DOMINANT: $1BN SALES (2016)

• 58% of shops.
• 67% of revenue. 
• 100% of EBIT
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A ROARING TIGER (ON PAPER…)

• Sales CAGR: 11%
• EBIT CAGR:  20%!
• 20% Operating Margin
• P/E: 4.4 
[source: CapitalIQ]
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IN A GROWING MODE…

“All activities exhibited 
remarkable growth […] we 

expanded our footprint in new 
markets and we prepared for 

the next stage of 
development.”

Dimitris Koutsolioutsos

Chairman of the Board
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EXPANDING IN THE US…

“In the process of entering 
new markets, and for the Folli 

Follie and Links of London 
brand, investing in the US 

heavily.*”

Dimitris Koutsolioutsos

Chairman of the Board
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AN IMPRESSIVE NETWORK…

“The FF Group has established 
a strong presence counting 
more than 930 points of 

sales worldwide.”

[2016 Annual Report]
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…ESPECIALLY IN ASIA

“In Japan & China FF has over 
65 and 240 POS.”

[2016 Annual Report]
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THE REALITY (ACCORDING TO QUINTESSENTIAL)

• Asian sales could be a
fraction of reported figures. 

• Profit could be negative.
• Network seems half of 

claimed size.
• Business seems rapidly 

shrinking.
• Cash balances doubtful.
• Insolvency may be a concern. 
• Can shareholders really 

trust the books?
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WE COLLECTED A MOUNTAIN OF EVIDENCE

• Investigation spanning 
three continents. 

• Dozens of live, field 
checks.

• 600 telephone calls.
• Dozens of interviews. 
• Full digital presence audit. 
• Chinese government 

record searches. 
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How many Points of Sale are really out 
there?

The elusive POS network
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ACCORDING TO THE COMPANY…

• 930 POS worldwide. 
• 630 FF only.
• 65 in Japan
• 240 in China
[2016 annual report]
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2016 ANNUAL REPORT: 930 POS
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STORE LOCATOR ON CORPORATE WEBSITE: 930 POS
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FF STORE LOCATOR…JUST A MATTER OF CHECKING!
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A SMALL SAMPLE OF OUR WORK…
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PERCEPTION VS QCM FINDINGS: THE POS NETWORK
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TRUST…BUT VERIFY!

QCM on-site reconnaissance 
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FROM THE MOUTH OF THE CHAIRMAN…

“In the process of entering 
new markets, and for the Folli 

Follie and Links of London 
brand, investing in the US 

heavily.”

Dimitris Koutsolioutsos

Chairman of the Board
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SOHO SHOP ON THE FF CORPORATE WEBSITE…
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…AND IN REALITY!
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MADISON AVE & 57TH SHOP IN THE SHOP LOCATOR
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…AND IN REALITY!
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…EVEN GOOGLE AGREES: IT’S CLOSED!
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WTC: THE ONLY FF SHOP IN CONTINENTAL USA?
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Better luck in Japan? 

FF in the Land of the Rising Sun
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FF OMOTE SANDO: TOKYO’S FANCY MAIN STREET…
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…AND IN REALITY!
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2ND OMOTE SANDO LOCATION: NOW A SNICKERS SHOP!
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SHINJUKU! AT LEAST WE FOUND ONE…
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…WELL, KIND OF…
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FF “shop” in Shinjuku
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BUT, MAYBE IN THE TOKYO SUBURBS THINGS WILL BE 
BETTER?
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NOT SO…: FF IN KAWAGOE MODI
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KAWAGOE: “CLOSING WHEN STOCK RUNS OUT”
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WE DID FIND ONE IN GINZA…
• At the edge of the main 

street.
• Less traffic compared to 

the rest of the area.
• Very small compared to

competitors.
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JAPAN FF VS COACH IN KEY LOCATIONS
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FF COACH COACHFF



BIG DATA DOESN’T LIE

AN ANALYSIS OF FOLLI FOLLIE’S DIGITAL PRESENCE (OR 
LACK THEREOF)
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FROM THE MOUTH OF THE CHAIRMAN

“Online is booming.”

Dimitris Koutsolioutsos

Chairman of the Board
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FF: CLEARLY, A HEAVYWEIGHT IN ASIA…
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…ALTHOUGH IT PUNCHES A BIT BELOW ITS WEIGHT 
ONLINE
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SOURCE DATA: SIMILARWEB
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POPULARITY ON INSTAGRAM ISN’T STELLAR…
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INSTAGRAM FOLLOWER
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128k 901k

$1.2b $267m
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SAME STORY ON FACEBOOK
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FACEBOOK “LIKES” VS. GLOBAL SALES
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351k 3.5m

$1.2b $1.4b
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IMPLIED ASIAN SALES ARE ONLY $85M*.
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FROM THE MOUTH OF THE CHAIRMAN

All activities exhibited 
remarkable growth,

whereas we expanded our 
footprint in new

markets […].

Dimitris Koutsolioutsos

Chairman of the Board
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GOOGLE TRENDS SHOWS STEADY DECLINE IN JAPAN
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50% drop in 5 years
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IN JAPAN: FF VS. TINY FURLA… 
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IN JAPAN: FF VS. TINY FURLA… 
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FURLA

FF
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IN CHINA: FF VS. MICHAEL KORS
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EVIDENCE FROM FIELD SOURCES

DISCLAIMER: For compliance reasons we avoided speaking to current
employees. The information we received was general in nature and the sources
we contacted have been asked specifically not to convey any sensitive
information or information covered by non-disclosure agreements.
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BUSINESS IN CHINA: SOURCE 1 - FORMER EMPLOYEE

• “The China business is 
going down, it’s a fact.
[…] the Chinese 
business is the worst 
one, because 
productivity is low. The 
stores are not making 
money and the 
management team is 
just a mess.”
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ASIAN BUSINESS: SOURCE 2 - FORMER EMPLOYEE

“I would say that the 
brand is poorly managed 
and in terminal decline 

simply due to 
management.”
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POS CLOSING – FORMER EMPLOYEES

“We have less than 100 
POS in China.”  
- Source 1

“They [FF] have been 
slowly closing down points 
of sale, […] as sales have 
declined slowly every 
year”. 
- Source 2
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COMPETITION – FORMER EMPLOYEES

“…brands like Swarosky and Pandora 
have come in and offered the same and 
better products and better retail offer as 
well and they have gone and taken the 
customers.” – Source 1

“our space productivity was low 
compared to Swarosky and Michael 
Kors.” – Source 2

“competition is getting stronger and 
stronger so they are losing market 
share.” – Source 3
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SOURCE 4: OPINIONS BY LARGE, CHINESE MALL 
OPERATOR HOSTING FF POS

“FF is performing poorly 
compared to other similar 
brands in our shopping 
centers. 
Given the performance of FF 
that we see, we estimate 
decreasing sales across the 
country and expect the 
company to shrink 
further.*"

--- Private & Confidential ---61 * Statement is reported summary, 
not verbatim.
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OPINIONS BY SALESPEOPLE

During our store visits and 
phone due diligence:

Salespeople expressed 
almost universally 
negative opinions about 
the health of FF’s business.
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A LOOK AT FINANCIALS
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PROFITS AND CASH* TELL TWO DIFFERENT STORIES
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€, MILLIONS

*data originates from Capital IQ 
and reclassified by QCF. 
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RECEIVABLES, RECEIVABLES EVERYWHERE…
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FF ASIA

*chart shows FF Asia DSO vs 
competitors (global).
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…AND INVENTORY TOO
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WE ARE CONCERNED ABOUT FF’S ABILITY TO REPAY DEBT

Cash, 331

Asian Cash, -217
2019 bond, -250

2021 bond, -150

FCF estim., -50
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2021 SHORTFALL, -386
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not available and negative FCF of 
€50m per annum.



BIG TROUBLE IN LITTLE CHINA

QCM INVESTIGATION INTO OFFICIAL CHINESE 
GOVERNMENT RECORDS
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ENTER FF ASIA: “THEY DON’T DARE LIE IN CHINA”
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• FF Group Sourcing 
Limited (FFGS):
• largest FF subsidiary 

consolidating all Asian 
revenue: $1bn.

• China appears to be the 
largest market in Asia for 
FF.* 

• FF GS has only 2 Chinese 
mainland subsidiaries.

• Name deceptive?

FF Group

Rest of Asia Folli Follie 
Shenzen

Fu Li Fu Lei 

Folli Follie 
Shanghai Pilion

Bin LianYun

FF Group 
Sourcing Limited

$1bn

*Statement based on the size of 
declared FF Chinese network 
relative to other Asian countries. 
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BILIANYUN: 
LARGEST CHINESE FF SUBSIDIARY: ONLY $25.5M?! 

• ASSETS: $2.6m
• SALES: $25.5m
• NET LOSS: ($6.1M)
• Number of POS: 33
• Sales/POS: $770k

--- Private & Confidential ---70

Chinese government filings
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FU LI FU LEI: SMALLER CHINESE SUBSIDIARY

• Number of POS: 15
• ASSETS: n/a
• SALES (est*.): $13.9m
• NET LOSS (est.): ($3.3M)
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*Calculated taking the average 
sales/POS from Binlianyun and 
multiplying by the number of Fu Li 
Fu Lei POS.

Chinese government filings



www.qcmfunds.com

ESTIMATE OF TOTAL MAINLAND CHINA SALES: $40M (VS. 
COMPARE TO $1BN OF DECLARED SALES IN ASIA)

• SALES: $39.4m
• PROFIT: ($9.4m)
• POS: 48
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QCM ESTIMATED ASIAN SALES: $121M (VS. $1BN)
• China has 38% of total 

POS in Asia*. 
• Mainland China POS 

average $770k of sales*. 
• Assuming same sales/POS 

in the rest of Asia: total 
Asia sales would be 
approximately $82m. 

• Total Asian sales:
• 82+39 = $121m 

• Vs . FF reported sales in 
Asia: $1bn.

China , 
66, 38%

Japan, 
45, 26%

Rest of 
Asia, 62, 

36%

Number of POS in Asia*

China Japan Rest of Asia

--- Private & Confidential ---73 *Based on our phone, online and 
onsite due diligence.



HOW IS THIS POSSIBLE?

Meet FF auditors

--- Private & Confidential ---74



www.qcmfunds.com

AS ITS BUSINESS DECLINED IN 2014 FF CHANGED 
AUDITORS TO AN OBSCURE FIRM? 

• FF had Baker Tilly as auditors, a 2nd-tier firm, since 2006.
• In 2014 FF switched to Ecovis, a relatively unknown firm.
• Could the switch have coincided with the alleged 

deterioration of the Asian business?
• Perhaps Baker Tilly finally demanded to audit the Asian 

subsidiaries?
• IR: “we prefer a small firm to keep costs low”.
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IS FF’S CHINESE AUDITOR APPROPRIATE FOR A $1BN CO?

Chung & Partners
• Only 2 employees!
• They audit no other public 

company (or anything else, 
to our knowledge*).

• No services listed on CPA 
directory.

• Only 9 connections on 
LinkedIn.

• Next to zero internet 
footprint, even in Chinese. 

--- Private & Confidential ---76
*Statement based QCM due 
diligence.
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CONCLUSION, IN OUR OPINION:

• Network size.
• Asian sales.
• Digital presence
• Cash generation.
• Liquidity/solvency
• Doubtful accounting.
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