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market; 2) New logistics center is going into opierasoon; 3) Main brands are on right £ 5 R
track; 4) E-commerce grows quickly. Given PE 26ar(po industry average), we TARGET HKD40.37 (+4.7%)
increase our target price to HKD40.37, "Neutratoramendation(Closing price at 22 Jan

Investment Summary

COMPANY DATA

2018) OIS SHARES (MN) 2,684

. . MARKET CAP (HKDMN) : 103,490
Business Overview 52 - WK HI/LO EHKD): ) 40.4 | 20.33
New logistics center going into operation soonWe know from our checks that
company's new logistics center will go into opematin May 2018. This new center will ¢ oo o o -0 rirn s %
help to significantly shorten delivery time fromcfaries to distributors and retail o o Ding and Associates. 5119
terminals (from one month to as quick as 2 daysyill improve the replenishment ping vai 5.99
efficiency which facilitates the company to bettespond to market conditions and
changes in consumer preferences.

. . . . . . PRICE PERFORMANCE » %
Main brands are on right track. Anta brand is expected to achieve mid-teens grawth ™M am v
2017E, given normal inventory turnover and contthgame store sales growth in 17Q4anTa 15.44 17.38 63.83
Fila brand enters more shopping malls and depaitistenes in tier-one cities and weHSs! 9.36 13.55 41.34
expect Fila to deliver over 30% YoY growth in 201" Because of early winter and cold
weather, warm clothing sells well in northern marké/e expect generally good- RETURNVS. RSl
performance in 17Q4. it by
L1

Descente is expected to benefit from intensifyingimter sports market. Descente is _v\-,.t"'“v.“1 Y
introduced in 2016 offering winter sportswear angdvimajority of Descente products are ?1,_,._‘
imported. The company makes efforts to localizegtaslucts in order to better cater tc P

Chinese customers. Meanwhile the company is plantondevelop summer products*’ A% ! Y

that will enrich the brand product mix and mitigagasonal effect. The brand is expecte..

to open 50 new stores in 2018E. We expect 2022nge¥inter Olympics will help to Source: Aastocks, Phillip Securities
make winter sports more popular in northern arezofding to Suggestions to Speeding., rnanciaLs

up the Development of Winter Sports (2016-2011)uess by Beijing municipal RmBmn EY1S  EY16 EYL17E EYISE

government, the population participating in winggorts will amount to 8 million in NetSalcfes 213,1022 2128346 2125?12
Net Profit ,040. 55 1
2022E. The government is going to establish moimgKields and promote winter EPS RMB 066 082 0.9

sports to residents and schools. We highlight ithateasing popularity of winter sportsper, x 4721 40.4: 37.27
will boost sales of relating apparels and footweAnta is dedicated to enhanceBYPS.RMB ~ 3.4:  3.82  5.4C

. . . . P/BV, x 11.2¢ 10.1C 7.14
promotion campaign for winter sports and make Detsca popular winter sports brand. rog o 2381 24.9¢ 1917

19,698
3,366.7

Source: Company, Wind, Phillip Securities Est.

Kolon fills blank of outdoor market. The company set a JV with Korean Kolon in Sep

2017 to commercialize Kolon IP in China market. &tolowns more than 200 stores irEurus Zhou (2277 6515)
PRC targeting mid/high-end clients. The brand pfesinot only professional outdooreuruszhou@phillip.com.hk
products but also fashionable outdoor leisure prtsdwith popular star Song Zhongji as

its spokesperson. Kolon enriches the company ptdihes. We expect that Kolon will

leverage on Anta’s strong distribution channel effidient operation to win more share

of outdoor products market.
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Comprehensive kidswear portfolio. We see improving children product lines
which cater to children aged 0-14 and cover lowid-mand high-end market at
the same time. Anta Kids targets low/mid-end mavkih sports style products.
While Fila Kids offers leisure clothing and targéts mid/high-end market. We
expect Fila Kids to grow rapidly together with tleepansion of Fila stores.
Besides, the company acquired a Hong Kong kidswesard KingKow in 2017,
which further supplements children product linesngkow operates over 80
stores in HK, TW, and PRC. We expect the positami@gs contribution to come
later given the company is adjusting the storewowt right now.

E-commerce grows quickly.As far as we know, 70% of online products are
exclusive products, 20% are synchronized with curfline products, while
10% are aged stocks. E-commerce channel consistiagship stores in main
stream platforms and Anta official website. We knfyam internet source that
Anta posted the third highest sales volume on Zihgles” day in Tmall, ranked
No.1 among native brands. We also notice Anta aasched ANTAUNI on its
official website, which accepts customized orddrbasketball shoes and running
shoes priced at RMB200-600 per pair. Compared wiike and Adidas
customized shoes which usually cost over RMB10@® pmir, Anta products may
be more attractive for customers who value perfocagrice. We expect the E-
commerce sales to record notable growth in future.

Rising expensesAnta Sports values event marketing. The compangessfully
renews its sponsor contract with the national tea®ep 2017 with a higher cost.
There are three important sports events in 201&dhang Winter Olympics in
Feb, Russia World Cup during Jun to Jul, and Asim€s during Aug to Sep. We
expect the advertising cost will increase for theperts events. Meanwhile, as
more stores will be opened in shopping malls angadeent stores, we expect
higher rental cost. But considering that more bsandclusion into financial
results will enlarge the topline and main brandsliely to report steady growth,
we still expect the OPM to remain stable.

Investment Thesis & Valuation

We select peers in apparel and footwear industay get industry average PE 26x.
We fine-tuned our numbers to factor into the risilyertising cost. Assuming PE
26x, we get our target price of HKD40.37. With 4.Tfgside, we give "Neutral®
recommendation.

Figure: Peers’ Information

Code Firm Mkt Cap PE(TTM)
HKD mn

LULU.O LULU 83,985.32 39.05
NKE.N NIKE 854,992.52 28.28
UAA.N UNDER ARMOUR 46,714.79 43.93
603555.SH =N 15,375.32 48.04
2331.HK By 14,094.52 17.01
1368.HK o [ P 7,981.23 15.12
1361.HK 361)% 5,954.69 11.54
002563.SZ R 55 M 29,134.73 16.63
600398.SH 2 K 57,246.19 14.58

Average PE 26.02

Source: Wind (as at Jan 22), Phillip Securities
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Risks

Slow than expected sales growth;

Rising distribution cost due to intensive marketing
Fierce competition in sportswear industry;

New brands performance fail expectation.
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ANTA SPORTS (2020.HK) [&lJ3i]sET{ VAL Ie]4 s

Financials

FYE FY2014 FY2015 FY2016 FY2017EFY2018E
Valuation Ratios

Price to Earnings (P/E) 56.5¢ 47.21 40.4% 37.27 29.6¢
Price to Book (P/B) 12.3¢ 11.24 10.1C 7.14 6.66
Per Share Data (RMB)

EPS 0.68 0.82 0.95 1.03 1.30
Book Value Per Share 3.12 3.43 3.82 5.4C 5.79
Dividend Per Share 0.61 0.68 0.76 0.83 1.04
Growth (%)

Revenue 22.54 24.6¢ 19.9¢ 20.0C 23.0C
Gross Profit 32.4¢ 28.77 24.5¢€ 25.21 21.78
Operating Income 30.74 27.5€ 18.92 22.6€ 24.99
Net Profit 29.32 20.01 16.91 12.42 25.54
Margins (%)

Gross Profit Margin 45.1% 46.61 48.4C 50.5C 50.0¢
Operating Profit Margin 21.65 22.1% 21.9¢ 22.4¢ 22.81
Net Profit Margin 19.0€ 18.34 17.87 16.7¢ 17.09
Key Ratios

ROE (%) 21.82 23.81 24.9¢ 19.17 22.44
ROA (%) 14.94 16.32 16.77 14.7¢€ 16.83
FYE FY2014 FY2015 FY2016 FY2017EFY2018E
Income Statement (RMB

Mn)

Revenue 8,922.7 11,125.9 13,345.8 16,014.9 19,698.3
- Cost of Goods Sold 4,895.9 5940.5 6,886.7 7,927.4 9,849.2
Gross Income 4,026.8 5,1854 6,459.0 8,087.5 9,849.2
- Operating Expenses 2,093.92,715.8 3,515.5 4,644.3 55155
Operating Income 1,932.1 2,464.7 2,931.1 3,595.2 4,493.6
+ Net Non-Operating

Gain/Loss 310.6  364.6 379.8 109.7 137.1
Pretax Income 2,242.7 2,829.3 3,3109 3,704.9 4,630.7
- Minority Interest 32.3 a7.7 59.0 59.8 60.0
Net Profit 1,700.3 2,040.6 2,385.5 2,681.8 3,366.7

Source: Bloomberg, Phillip Securities (HK) Research Estimates
Exchange rate (0.8370) is HKDCNY1Y forward contract price on Jan 22 from Wind.
(Financial figures as at 22 Jan 2018)
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate +5% to +20%upside from the current pice

2

-5% to +5% Neutral 3 Trade within _ + 5% from the current price

-5% to -20% Reduce 4 -5% to -20% downside from the current pige
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited to) a
stock’s risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative
undertones surrounding the stock, before making our final recommendation

GENERAL DISCLAIMER

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and
limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or
consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis,
forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief
only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate,
complete or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not
have any responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will
Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made
available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time
without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a
financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person,
before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of judgment. The
fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product
described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication
involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all
such risks are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein
with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research
should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation covered in
this report.

Firm's Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1%
or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or
licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any
loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of
different product’s risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.

© 2018 Phillip Securities (Hong Kong) Limited
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