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Strong 18H1 Results with FILA Continuing Rapid Growth
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Investment Summary

Anta announced interim results and we highlightt tha Fila performance exceedsAccumuIa‘te
expectation; 2) new brands continue improving stoetwork; 3) E-commerce will CMPHKD,39'65

account for 20%-30% of revenue in future. We expiet the company will leverage on(Closing price at 17 Aug 2018)
strong distribution channels and store network al s the launch of new popular TARGET HKD47.30 (+19%

products to consolidate its leading positiflosing price at 17 Aug 2018)
COMPANY DATA

Event O/S SHARES (MN) : 2,639
: _ _ MARKET CAP (HKDMN) : 106,456
Solid 18H1 results The company revenue increased by 44% YoY, ansisgooofit was 52 - wk HI/LO (HKD): 49.3 | 27.86

up by 54% YoY due to effective cost control, wlet profit attributable to shareholders
climbed by just 34% YoY. By products, sales of feear/apparel/accessories was up h§HARE HOLDING PATTERN - %

21.3%/64.6%/51.3% respectively, with GPM rising 19y4.3/4.5ppts. B:Legftygffg and Associates. 5;-;3

Comment

Rising expenses dragging down profit margin currery. OPM decreased by 0.4ppts,PRICE PERFORMANCE » %

due to rising expenditures regards to A&P amoitiratind retail level marketing and 1M 3M 1Y

promotional activities as well as R&D. We see NPMswdown by 1.4ppts, which is ANTA -2.09 -11.69 30.88

because exchange loss and hiking tax rate. HS 358 1287 062
RETURN VS. HSI

Improving operation efficiency. Although inventory days raised by 15 days to 8@sda ==

which is mainly resulting from higher percentage-i sales in topline (after all Fila has ™~ ‘q A :

higher inventory days around 120 days while Antauad 50~60 days). Mgt emphasizec M k :

that inventory days of Fila is decreasing whilet thiaAnta is rising for e-commerce hike, (5 _ﬁw W\,} -

which overall indicates a healthy inventory leydleanwhile, AR days dropped to 35 e W"'#"_‘Tw I

days while AP days remain unchanged around 49 days. i P L T VANV _

Net operating cash flow decreasetb RMB1.475bn (vs. 2.058bn in 17H1), attributableéoum'e_ Aastocks, Phillp Securities

to inventory hike of Fila and new brands, and mimgntaccount receivables due to ' ‘

advanced purchase of raw materials (mainly eidevnjidor winner production. Mgt kev FINANCIALS

indicated that cash flow condition would be nortimabughout the year. RMB mn FY16 FY17 FY18E FY19E
Net Sales 13,346 16,692 20,699 25,459

Fila growth higher than expected Fila biz recorded over 85% YoY growth in 18H1\ . profit 2386 3088 3881 4,853

with extending same store sales (from RMB400k toB®ROk now) and climbing stocks.cog rvg 095 117 147 1.84

The company also launches Fila Fusion, a trendytspear series Whl(}h targets youthPER’X 4156 338¢ 26.0¢ 215
market, as a new momentum. Therefore, Fila nowcbawplete product lines to cater forg,pg A
different customer demand involving adults, youth &ids. RMB 424 61z 544 574

P/BV, x 9.3t 6.48 7.2¢ 6.9C

Development of new brand Anta operates four relatively new brands for wasi ROE, % 249¢ 225: 2561 30.0€
markets. 1) Descente, focusing on high-end spoasweoducts for customers aged source: company, Phillip Securities Est.
25~35, now owns 85 store and expands smoothly irthastern China. 2) Sprandi
provides fashion and lifestyle footwear productsfdcus on mid-end clients with 81 Eurus Zhou
stores in China. 3) Kolon offers outdoor sportswéacated in tier 2-3 cities with 189 ¥852 2277 6515
. . . - . . . ._euruszhou@phillip.com.hk
stores. 4) Kingkow, positioned into mid- to highdekidswear market, was acquired in
2017 and operating 63 store in greater China afeéa. company is adjusting and

developing store network of these new brands.
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Figure: Quarterly performance

18Q2 18Q1 17Q4 17Q3 17Q2 17Q1
Anta Low-teens +20%~25% | +20%~25% | Mid-teens +20%~30% Mid-single-
growth growth digit growth
Non-Anta +90%~95% +80%~85%| +85%~90% | +40%~50% +50%~60% -

Source: Company, Phillip Securities

Valuation

We maintain target price to HKD47.3: Forecasted EPS is RMB1.47/1.84 in
18E/19E and target price is maintained as HKD4ZI3sing price at 17 Aug 2018)
Risks include: Rising selling and R&D expenses; Fierce competitio retail
market; Inefficiency resulting from multi-brand apgon.

Figure: PE band
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Financials

FYE FY2015 FY2016 FY2017 FY2018E FY2019E
\Valuation Ratios

Price to Earnings (P/E) 48.5¢ 41.5¢ 33.8¢ 26.9¢ 21.56
Price to Book (P/B) 9.8: 9.3t 6.4¢ 7.2¢ 6.9(

Per Share Data (RMB)

EPS 0.8z 0.9t 1.17 1.47 1.84
Book Value Per Share 4.0¢ 4.2¢4 6.12 5.44 5.74
Dividend Per Share 0.6¢ 0.7¢ 0.9¢ 1.1¢ 1.47
Growth (%)

Revenue 24.6¢ 19.9¢ 25.0¢ 24.0C 23.0(
Gross Profit 28.7 24.5¢ 27.5¢ 24.0 23.24
Operating Income 33.5i 18.7¢ 24.5; 28.0% 25.0¢
Net Profi 20.01 16.97 29.4¢ 25.6¢ 25.0¢
Margins (%)

Gross Profit Margin 46.61 48.4( 49.3i 49.4( 49.5(
Operating Profit Margin 24.2¢ 24.0( 23.9( 24.6i 25.04
Net Profit Margit 18.3¢ 17.87 18.5( 18.7¢ 19.06
Key Ratios

ROE (%) 23.7¢ 24.9¢ 22.5: 25.61 30.0¢
ROA (%) 16.3: 18.3i 21.71 22.1¢ 25.44
FYE FY2015 FY2016 FY2017 FY2018E FY2019E
Income Statement (RMB Mn)

Revenue 11,125.9 13,345.8 16,692.5 20,698.7 25,459.4
- Cost of Goods Sold -5,940.5 -6,886.7 -8,451.3 10873 12,857.0
Gross Income 5,185.4 6,459.0 8,241.1 10,225.2 12,602.4
- Operating Expenses -2,488.7 -3,255.7 -4,252.4 -53118 -6,215.8
Operating Income 2,696.7 3,203.4 3,988.7 5,106.9 66386.
-Interest Expenses 132.6 107.5 321.8 255.3 319.3
Pretax Income 2,829.3 3,310.9 4,310.6 5,362.2 6,705.9
-Tax -741.1 -866.3 -1,151.7 -1,394.2 -1,743.5
- Minority Interest -47.7 -59.0 -71.0 -87.3 -109.2
Net Profi 2,040.6 2,385.5 3,087.8 3,880.7 4,8%3.2

Source: Company, Phillip Securities (HK) Researstingates
Exchange rate assumption is 0.857RMB/HKD.
(Financial figures as at 17 Aug 2018)
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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 pge
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely ormltloge quantitative return bands. We consider iz factors like (but not limited to) a stock's
risk reward profile, market sentiment, recent mitshare price appreciation, presence or absenstok price catalysts, and speculative undertones
surrounding the stock, before making our final reocwendation

GENERAL DISCLAIMER
This publication is prepared by Phillip Securit{e®ong Kong) Ltd (“Phillip Securities”). By receivinor reading this publication, you agree to be lobloy the terms and
limitations set out below.

This publication shall not be reproduced in whoteiro part, distributed or published by you for apyrpose. Phillip Securities shall not be liable &y direct or
consequential loss arising from any use of mateoatained in this publication.

The information contained in this publication haeib obtained from public sources which Phillip Sit@s has no reason to believe are unreliable aamndanalysis,
forecasts, projections, expectations and opiniookeCtively the “Research”) contained in this goation are based on such information and are sgjmes of belief only.
Phillip Securities has not verified this informatiand no representation or warranty, express oliechgs made that such information or Resear@dt@irate, complete or
verified or should be relied upon as such. Any siaébrmation or Research contained in this pubiarais subject to change, and Phillip Securitieallshot have any
responsibility to maintain the information or Restamade available or to supply any correctionslatgs or releases in connection therewith. In remewill Phillip
Securities be liable for any special, indirectjdental or consequential damages which may be ieddrom the use of the information or Researchevmdilable, even
if it has been advised of the possibility of suemages.

Any opinions, forecasts, assumptions, estimatdsatians and prices contained in this materialzex®f the date indicated and are subject to chahgay time without
prior notice.

This material is intended for general circulatianlyoand does not take into account the specifiestment objectives, financial situation or paréicuheeds of any
particular person. The products mentioned in thégemial may not be suitable for all investors angkeson receiving or reading this material shoeleksadvice from a
financial adviser regarding the suitability of sumfoducts, taking into account the specific investimobjectives, financial situation or particulaeds of that person,
before making a commitment to invest in any of spidducts.

This publication should not be relied upon as attiiive without further being subject to the reeit’'s own independent verification and exercisgudfjment. The fact
that this publication has been made available @atess neither a recommendation to enter into &iquéar transaction nor a representation that aoglyrct described in
this material is suitable or appropriate for thapient. Recipients should be aware that many efittoducts which may be described in this publiceiinvolve significant

risks and may not be suitable for all investorg] #mt any decision to enter into transactions lirikg such products should not be made unlessuzh sisks are

understood and an independent determination hasrbade that such transactions would be appropdate discussion of the risks contained herein wébpect to any
product should not be considered to be a disclosuaé risks or a complete discussion of suchgisk

Nothing in this report shall be construed to beoffer or solicitation for the purchase or sale afezurity. Any decision to purchase securities maet in this research
should take into account existing public informatiscluding any registered prospectus in respestich security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) prepaitimns report nor his associate has any finannigrést in or serves as an officer of the listegha@tion covered in this
report.

Firm’s Disclosure: Phillip Securities does not hawy investment banking relationship with the tisterporation covered in this report nor any finahimterest of 1% or
more of the market capitalization in the listedpzoation. In addition, no executive staff of Pipilbecurities serves as an officer of the listegp@ation.

Availability

The information, tools and material presented neaeé not directed, intended for distribution tause by, any person or entity in any jurisdictiarcountry where such
distribution, publication, availability or use walbe contrary to the applicable law or regulatiorvbich would subject Phillip Securities to anyistgation or licensing or
other requirement, or penalty for contraventioswdéh requirements within such jurisdiction.

Information contained herein is based on sourcasRhillip Securities (Hong Kong) Limited (“PSHKBglieved to be accurate. PSHK does not bear replitgsor any
loss occasioned by reliance placed upon the cantesreof. PSHK (or its affiliates or employees)yrhave positions in relevant investment products. details of

different product's risks, please visit the Riskdsures Statement on http://www.phillip.com.hk.
© 2018 Phillip Securities (Hong Kong) Limited
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