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Three-year rebranding completed, multi-brand strategy launched
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Investment Summary

The predecessor of Xtep International was established in Jinjiang in 1987. Like other shoe
factories in Jinjiang, it provides OEM services for international sports brands. In 2001, Xtep
established its own brand, with fashion sports as its brand positioning, transformed from OEM

service provider to a brand owner. It was listed on the Hong Kong Stock Exchange in June 2008.

Its main business is the design, development, manufacturing and marketing of sporting goods.
The company achieved total revenue of CNY 8.183 billion in FY19, with revenue from sports
shoes, apparel and accessories accounting for The ratios were 56.87%, 40.87% and 2.26%
respectively. The company's market share ranks third among domestic sports brands and sixth
in the industry.

Main brand positioning in running. Multi-brand strategy started

Since 2015, the company has shifted its brand positioning from fashion sportswear to
professional sports brand with stylish and functional products, paying more attention to
product functionality, building a running shoe matrix covering amateur to professional needs,
and reforming the brand over three years. The company established the first domestic
running research center in 2016. At the same time, the company adjusted its sales channels,
introduced flat channels and the 433 delivery model to improve the company's store
efficiency and operational efficiency. After the main brand returned to stability, the company
launched a multi-brand development strategy in 2019, and expanded the brand matrix
through joint venture operations and acquisitions. Its brands include Saucony, Merrell, K-
Swiss and Palladium and other international brands.

1H20 result shows the potential growth in new brand

In the company’s FY20 interim results, the company’s revenue under the epidemic increased
by 9.6% YoY, mainly due to the increase in sales brought to the company by the new brand.
In 1H20, revenue from mass sports was CNY 3.201 billion, accounting for Revenue 87.0%,
and revenue from athleisure was CNY 459 million, accounting for 12.5% of the company's
total revenue in the first half of the year. Another reason for the decrease in revenue from
the main brand is that the rent and decoration subsidies to the distributors paid by the
company are recorded in the sales in the form of discounts. It is expected that the main
brand can maintain double-digit growth in the future, and Palladium will be developed first
in the athleisure. The goal is to open 30 new stores in the mainland this year, and it is
expected to add more than 100 stores next year. K-Swiss will continue to provide growth
momentum for the athleisure business after the brand rectification. The rebranding is
expected to be completed in 1Q22.

Valuation and Investment Recommendation

After three years of brand reform, the company's main brand has begun to show initial results.
In 2019, it has also begun to actively expand its multi-brand strategy, adding four international
brands through joint ventures and acquisitions, and positioning in different market segments.
Among them, the four brands have a large potential growth space in the Greater China region.
Considering that the current GPM of the company's new brands is low, in the future, the DTC
model can effectively increase the GPM to 50-60%, and the potential growth is huge. It is
estimated that the company's EPS for FY20E/FY21E is CNY 24.75/35.10 cents, giving the
company a target price of CNY 2.92, P/E corresponding to the FY20E/FY21E 10.62x/7.49x.
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Company Profile

The predecessor of Xtep International was established in Jinjiang in 1987. Like other
shoe factories in Jinjiang, it provides OEM services for international sports brands. In
2001, Xtep established its own brand, with fashion sports as its brand positioning,
transformed from OEM service provider to a brand owner. It was listed on the Hong
Kong Stock Exchange in June 2008. Its main business is the design, development,
manufacturing and marketing of sporting goods. The company achieved total revenue
of CNY 8.183 billion in FY19, with revenue from sports shoes, apparel and accessories
accounting for The ratios were 56.87%, 40.87% and 2.26% respectively. The company's
market share ranks third among domestic sports brands and sixth in the industry.

Figure 1: The company's revenue (‘mn CNY)
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Company development process

Initial stage: 1987-2000

The predecessor of the company, Sanxing Shoe Manufactory, was established in 1987,
and Sanxing Shoes Manufactory Ltd. was registered in 1991. The main business is to
provide OEM services for internationally renowned brands, and the products are sold
to more than 40 countries and regions. The company introduced modern technology
in 1997 to form a one-stop production system. In 1999, Sanxing became the domestic
and overseas shoe sales champion. It has 45 factories and employs nearly 4,000
employees in Jinjiang.

Development stage: 2001-2011

Xtep was established in 2001, with fashion sports as its brand positioning, and it was
the first domestic sports brand focusing on fashion sports. At the beginning of the
brand establishment, the company used entertainment stars as endorsements of
sporting goods. Unlike other brands endorsed by athletes at that time, it signed
contracts with famous idol stars such as Nicholas Tse, Twins, Boy’Z, Wilber Pan and
Jolin Tsai. The company also increased its brand awareness by sponsoring popular
variety shows at the time. During this period, the company began to switch from export
sales to domestic sales. At the same time, it also expanded rapidly in a wholesale mode.
Since 2007, the average annual net store increase has exceeded 700. Among them,
there were more than 1,000 new stores in 2008, the highest since its listing.
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Transition stage: 2012-2014

After the sports boom in the Beijing Olympics, the growth of market demand slowed
down, which brought the extensively developed sporting goods industry into an
adjustment period, and all sports brands faced the problem of destocking. Xtep
controlled inventory levels through order control and increased discounts, and at the
same time adjusted channels to optimize operating efficiency, closing 486 stores in
three years.

Expansion stage: 2015 to present

Since 2015, the company has shifted its brand positioning from fashion sportswear to
professional sports brand with stylish and functional products, paying more attention
to product functionality, building a running shoe matrix covering amateur to
professional needs, and reforming the brand over three years. The company
established the first domestic running research center in 2016. At the same time, the
company adjusted its sales channels, introduced flat channels and the 433 delivery
model to improve the company's store efficiency and operational efficiency. After the
main brand returned to stability, the company launched a multi-brand development
strategy in 2019, and expanded the brand matrix through joint venture operations and
acquisitions. Its brands include Saucony, Merrell, K- Swiss and Palladium and other
international brands.

Figure 2: The company's Milestone
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source: company, PSHK

Multi-brand strategy launched

The company currently owns five major brands, positioning three major markets
according to product image: mass market, professional market and athleisure market,
covering multiple segments such as running, basketball, comprehensive training,
tennis, and leisure. The main source of the company's revenue comes from the main
brand. In FY19, revenue from the main brand was approximately CNY 7.71 billion,
accounting for 94.2% of total revenue, and 97.0% in the first half of 2020. The newly
acquired K-Swiss and Palladium are classified as sports fashion markets. They were
incorporated into the table in August 2019. FY19 revenue reached CNY 466 million,
accounting for 5.7% of the company's annual revenue. Revenue in 1H20 contributed
approximately CNY 459 million, accounting for 12.7% of total revenue.
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Figure 3: Brands Group
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Main brand positioning in mass market

The company’s main brand was established in 2001. In 2015, the company carried out
a brand reform from fashion sportswear to professional sports brand with stylish and
functional products, emphasizing the sports attributes of the products, and developing
two series of professional sports and sports life with running as the core. Aiming at
being runners' preferred brand.

The main brand is mainly positioned in the mass sports market, with running as the
brand's main positioning. It is divided into three series according to user needs: fast
running, dynamic running and comfortable and easy running, which respectively satisfy
professional/elite runners and ordinary runners. And for junior runners, the pricing is
distributed between CNY 259 and CNY 999. In 2020, the China Speed series will be
launched, with three running shoes China Speed, China Speed x and China Speed 160x,
with prices starting at CNY 399, CNY 499 and CNY 999 respectively.

Figure 4: Xtep running shoes series
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Continue to invest resources in product development

The company's investment in product research and development continues to increase,
and in 2016 it began to set up the country's first running exclusive R&D center for shoe
design, research and development and testing. A research team composed of more
than 40 researchers study foot shape, body shape and gait and other data, through
cooperation with leading international fiber material developers such as 3M, Dow
Chemical Company, INVISTA, etc., to develop running products suitable for different
runners.

Figure 5: The company’s R&D expenses
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Proven technology with track record

The racing 160X carbon plate running shoes launched by the company at the end of
2019 attracted attention in the domestic running community. At the end of 2019, Dong
Guojian ran 2 hours, 8 minutes and 28 seconds in the Berlin Marathon. After 12 years,
it became the fourth people in China who ran into the 210 record and achieved China's
second best results. The racing 160X uses Xtep's X-Dynamic Foam PB midsole, which is
the same material as Li Ning san and Nike NEXT%.

Figure 6: Athlete Dong Guojian as company endorser

source: Sino, PSHK
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Figure 7: Race 160X technic
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Based on the full palm cushioning propulsion system composed of the racing 160x arc-
shaped support plate and the elastic midsole material, Xtep launched the China Speed
series in 2020, which is different from the professional racing shoes image of the racing
160x, the China Speed series More suitable for daily use. China Speed 160x is an
extension product of Racing 160x. The upper is updated from mono yarn to flying
woven upper, and the price is CNY 100 higher than Racing 160X.

Sports + Entertainment, dual-track parallel brand marketing

In terms of brand promotion, the company focuses on the segment of running shoes.
Since 2007, it has sponsored marathon events, and the sponsored events have also
increased to 53 in 2019. Since 2016, the company has built the first Xtep running club
in Beijing Olympic Forest Park, and then established other clubs in Changsha, Hefei,
Nanjing, Xiamen and other places to organize more than 2,000 running events,
including fun running event Xtep Penguin Run, cooperated with Tencent since 2017. It
has deepened the public’s positioning of the company as the “Chinese runners' favorite
brand”. During the epidemic, in addition to sponsoring the Xiamen Marathon in
January, the company also sponsored 5 online events. Participants tracked their
performance through fitness apps, attracting nearly 700,000 participants.

Figure 8: Xtep’s run club in Beijing Olympic Forest Park and Xiamen

source: Company, PSHK
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At the same time, the company conducts brand marketing with a dual-track system of
sports and entertainment. In addition to sponsoring marathons and running events,
the company also has celebrities and key opinion leaders endorsements and other
entertainment marketing. The company’s brand spokespersons include well-known
artists such as Nicholas Tse, Jing Tian and Jiro Wang. In addition, in August 2019, the
company hired basketball player Jeremy Lin as the brand spokesperson for Xtep and at
the same time as the Xtep charity ambassador to promote basketball. The company
start exploring the subdivision of basketball. In addition, the company signed Chinese
sprinter Zhou Zheng and marathon athlete Dong Guojian as key opinion leaders to
strengthen the professionalism image of the brand.

Figure 9: Famous actor Jing Tian and basketball player Jeremy Lin as the endorsers
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Flatten distribution channels to improve company operating efficiency

In terms of brand sales channels, one of the company’s key reforms since 2015 is to
strengthen the management of terminal sales. By encouraging exclusive general
agents to turn from distributors to retailers, the distribution level has been reduced
from 5-6 levels to at most 2 levels of flat distribution channels now. By mid-2020, 70%
of the company's 6,124 stores will be operated by 40 exclusive distributors, covering
31 provinces, with an average of about 1-2 exclusive distributors per province. The
company also provides guidance on operations such as store location, decoration and
display, product pricing and discount rates.

Figure 10: Comparison of the sales channel before and after channel reform
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Figure 11: Changes in the number of stores of the company's main brand

FYO8 FYO9 FY10 FY11l FY12 FY13 FY14 FY15 FY16é FY17 FY18 FY19 1H20

mmm Number of the total Sales channels Growth Rate (%)

source: company, PSHK

Industry analysis

The sportswear industry is steadily improving

In the past ten years, the global sports shoe market has steadily expanded, and the
concept of national sports has driven the growth of global sports consumption.
According to a report by China Forward Industry Research Institute (7 B A7 JfE 2 2007
7t Ft), the global sports shoe industry market size has risen from US$66.7 billion in
2010 to USS$146.5 billion in 2018, growing at a CAGR of 10.3%, and it is estimated that
the market is close to the level of 170 billion US dollars in 2019. Affected by the COVID-
19, this year, the sports shoe market is expected to decline in 2020. With the
continuous recovery of the world economy, emerging markets with huge consumption
potential such as India and China will drive the global economy. The institute also
predicts that the global sports shoe market will maintain a medium-speed and steady
growth, and is expected to reach a scale of US$379.1 billion in 2025, with a compound
annual growth rate of about 18.7%.

Figure 12: Global sports shoe market specifications

4000 3791 5y
3045 40%
3000 2517
1839 2129 30%
2000 1685 1608 20%
10%
1000
0%
0 -10%

2014 2015 2016 2017 2018 2019E2020E2021E2022E2023E2024E2025E

mmm Market size of Global Sports Footwear Market (USD billion)

e Growth Rate (%)

Source: China Forward Industry Research Institute > Phillip Securities Research

Page | 8 | PHILLIPCAPITAL HONGKONG RESEAREH



& PhillipCapital

According to Frost & Sullivan's report, in terms of total retail sales (including value-
added tax) in 2018, China has become the second largest sports footwear retail market
after the United States. The total retail sales (including value-added tax) of China's
sports shoes and apparel retail market increased from RMB 145.5 billion in 2014 to
RMB 235.7 billion in 2018. At the same time, China's per capita annual consumption
expenditure on sports shoes and apparel products also increased from RMB 106.3 in
2014 to RMB 168.7 in 2018, representing a compound annual growth rate of 12.2%. It
is estimated that by 2023, total retail sales (including value-added tax) and per capita
annual consumption expenditure will reach RMB 392.3 billion and 274.1 respectively.
Nevertheless, China’s consumption expenditure on sports shoes and clothing is lagging
behind other major developed economies. According to Frost & Sullivan’s data, in 2018,
China’s per capita annual consumption of sports shoes and clothing accounted for all
types of shoes and clothing. The per capita annual consumption is only 12.5%, while
the United Kingdom, the United States and Japan are 27.7%, 31.8% and 24.3%
respectively. At this stage, there is still great potential for growth.

Figure 13: China's sports shoes and apparel market and per capita annual consumption
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Company competitive advantage

The company’ s newly acquired brands have a long history

In 2019, the company launched a multi-brand strategy. In addition to the original main
brand, through joint ventures and mergers and acquisitions, it added Saucony, Merrell,
K-Swiss and Palladium to its brand matrix to expand the two markets of athleisure and
professional sports.

In March 2019, the company and the Wolverine Group of the United States operated
the two major brands of Saucony and Merrell in China, Hong Kong and Macau through
a joint venture. Saucony was established in 1898. As a century-old American brand,
Saucony and ASICS, New Balance and Brooks are tied as the four major running shoe
brands. In 2020, the brand has 12 stores in first- and second-tier cities. Considering
that Saucony running shoes are mainly designed by European and American designers,
and the design does not fully conform to the foot shape of Asians, the company will
also improve the products in China in the future, and will also control the price increase
rate in the future to attract consumer. Merrell was founded in 1982 and is a well-
known outdoor sports brand in the United States. Its products are mainly outdoor
hiking shoes. The two major brands are mainly positioned in the professional sports
field. Affected by the epidemic, the company adjusted its annual store opening target
to 30-50 in the middle of the year, mainly Saucony.
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Figure 14: Saucony Main running shoes’ Series
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In August 2019, the company proposed to E-Land to acquire 100% of the K-Swiss and
Palladium brands of US$260 million. The K-swiss brand has a history of more than 50
years, and its classic five parallel strips are its product icon. In the future, the company
will develop its brand with the positioning of fashion sports, and rebrand from brand
positioning, marketing, research and development and product innovation. K-swiss will
target the first-tier cities in mainland China and develop in the form of independent
stores. As of June 30, 2020, K-swiss has 42 self-operated stores in the Asia-Pacific
region. Palladium was founded in 1947 as a French military boot brand. It combines
military boots with fashionable and casual elements. It has sales outlets in more than
80 countries around the world, and mainly wholesales in Europe and the United States.
At present, part of the domestic stores are operated by E-Land as an agent. At the same
time, the company has begun to develop the market in a DTC mode. As of June 30,
2020, Palladium has 31 and 3 self-operated stores in Asia Pacific and Europe
respectively.

Figure 15: Palladium store in Shanghai and K-swiss Store in Hong Kong K11
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Financial Analysis

Revenue analysis

The company started its brand reform in 2015. After three years of reform, the
company's revenue recorded significant growth during the past two years , with
revenue growth of 24.83% and 28.19% in FY18 and FY19, respectively. The company's
total revenue increased from CNY 5.295 billion in FY15 to CNY 8.183 billion in FY19, an
increase at CAGR 9.10% . Starting in August of FY19, the company completed the
acquisition of K-Swiss and Palladium businesses and merged them into the financial
statement. Of the total revenue in 2019, CNY 466 million came from the athleisure
business, accounting for 5.69% of the total revenue. Meanwhile the main brand
accounted for 94.18%.

Figure 16: The company's past revenue and future forecast (million RMB)
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source: company, PSHK

In the company’s FY20 interim results, the company’s revenue under the epidemic
increased by 9.6% YoY, mainly due to the increase in sales brought to the company by
the new brand. In 1H20, revenue from mass sports was CNY 3.201 billion, accounting
for Revenue 87.0%, and revenue from athleisure was CNY 459 million, accounting for
12.5% of the company's total revenue in the first half of the year. Another reason for
the decrease in revenue from the main brand is that the rent and decoration subsidies
to the distributors paid by the company are recorded in the sales in the form of
discounts. It is expected that the main brand can maintain double-digit growth in the
future, and Palladium will be developed first in the athleisure. The goal is to open 30
new stores in the mainland this year, and it is expected to add more than 100 stores
next year. K-Swiss will continue to provide growth momentum for the athleisure
business after the brand rectification. The rebranding is expected to be completed in
1Q22. As of the professional sport, Saucony and Merrell are currently in the early stage
of development in the mainland, and it is expected that it will take some time to
contribute a significant proportion of the company's revenue.
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Profitability

The company's profitability is stable. Before 2018, the company's revenue was mainly
based on the main brand. After the brand reform, the average GPM was 43.39%.
Because the company developed the main brand in a wholesale mode, the company
distributors gave a 38% discount when purchasing. In terms of GPM, it is similar to a
sports brand that also focuses on wholesale. In the first half of FY20, the GPM of the
main brand dropped by 4.1 percentage points from the same period last year to 40.5%,
mainly due to the exchange of Q3 products with agents for Q1 products to ease the
inventory pressure of agents, and then sale to other retailers at a discount The business
results in lower GPM. The gross margins of fashion sports and professional sports are
40.5% and 38.7%, respectively. Palladium and K-Swiss' overseas businesses are mainly
developed in a wholesale mode, while Saucony is currently mainly based on e-
commerce, which makes the GPM relatively low. The new brand will develop in the
DTC model in China in the future, and the GPM is expected to improve. It is expected
that the GPM can reach 50-60% in 3-5 years as the proportion of direct sales increases.
The main brand will also adjust the price doubling rate in the future to strengthen
brand competitiveness.

Figure 17: The company's past gross profit margin and forecast
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Expenses for the period

After three years of reform, the company’s period expense ratio was relatively stable.
In 2019, the company’s brand acquisition cost the company approximately CNY 100
million, including legal affairs, auditing, inventory impairment, and severance. After
the brand reform, the company's sales expenses averaged 21%. In 1H20, due to the
epidemic, the company reduced some of its advertising and promotion expenses. Sales
expenses in the first half of the year accounted for 18.6%. Administrative expenses
account for about 10% of sales and are expected to remain unchanged in the future.
In terms of overall sales and distribution, general and administrative expenses, due to
the increase in the provision for receivables in the first half of this year, the overall
accounted for 29.3% of revenue, which is higher than 27.3% of last year. If the related
effects are excluded, the proportion of expenses is lower than that of last year.

Figure 18: The company's past sales & administrative expenses and forecast
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Company valuation

After three years of brand reform, the company's main brand has begun to show initial
results. In 2019, it has also begun to actively expand its multi-brand strategy, adding
four international brands through joint ventures and acquisitions, and positioning in
different market segments. Among them, the four brands have a large potential
growth space in the Greater China region. In the future, the company will develop
brands in the form of direct operation, which is expected to increase the company's
current GPM and provide the company with growth momentum from revenue and
gross profit. The performance of the first half of the year reflects the growth potential
of the company's new brand. However, due to the impact of the epidemic, the
company's store opening plan has slowed down, and the store opening plan has been
postponed to the second half of the year. It is expected that the company can grow
rapidly with new brand strength after the epidemic.

Considering that the current GPM of the company's new brands is low, in the future,
the DTC model can effectively increase the GPM to 50-60%, and the potential growth
is huge. It is estimated that the company's EPS for FY20E/FY21E is CNY 30.06/35.19
cents, giving the company a target price of CNY 2.92, P/E corresponding to the
FY20E/FY21E 10.62x/7.49x.

(Closing Price as at 21 September)
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Peer Comparison

PIE P/B
TTM 2019 2020 2021 TTM 2019 2020 2021

Company Ticker CMP Mkt Cap.

(Base Currency. ('mn CNY)

ANTA SPC 2020 hk equity 78.95 213,423 41.1x  33.7x 35.4x  23.7x 8.7x 9.4x 7.9x 6.5x
SHENZHO 2313 hk equity 126.50 190,158 320x  320x 31.9x 266x 63x 67x 59X  5.3x
LINING 2331 hk equity 35.25 87,686 540x 516x 48.1x 355x 10.0x 105x  9.1x  7.4x
TOPSPOF 6110 hk equity 9.86 61,144 21.1x - 20.7x  22.2x 5.1x - 5.3x 4.5x
YUE YUEN 551 hk equity 12.44 20,056 - 8.3x - 9.7x 0.7x 0.6x 0.7x 0.6x
POU SHE! 3813 hk equity 1.90 10,178 209x  109x 213x  81x  12x  12x  1lx  1.0x
XTEP INT'l 1368 hk equity 2.33 5,870 9.7x 6.8x 10.0x 7.3x 0.7x 0.8x 0.7x 0.7x
CHINADO 3818 hk equity 0.97 5,710 136x - 77x  113x  05x - - 0.5x
361 DEGR 1361 hk equity 0.98 2,026 4.8x 4.0x 4.5x 3.9x 0.3x 0.3x 0.2x 0.2x
Mean 247x  21Ax  225x  165x  3.7x  42x  39x  3.0x
Median 21.0x _109x  21.0x  11.3x 1.2x 1.2x 3.2x 1.0x
source: Phillip Securities Research
FYE DEC FY18 FY19 FY20E FY21E FY22E
Valuation Ratio
P/E ratio 6.95 6.83 8.47 5.97 4.42
P/B ratio 0.93 0.71 0.71 0.66 0.60
Dividend Yield (%) 8.58% 8.58% 7.08% 10.04% 13.59%
Per share data (RMB)
EPS (cent) 30.19 30.72 24.75 35.10 47.50
BVPS (cent) 225.09 293.89 295.83 317.69 348.16
DPS (HKD cent) 20.00 20.00 16.50 23.40 31.66
Growth & Margin
Growth
Revenue 24.8% 28.2% 4.2% 23.2% 30.0%
Operating income 44.1% 18.2% -20.7% 38.6% 36.7%
Netincome 60.9% 10.8% -19.4% 41.8% 35.3%
Margins
Gross Profit Margin 44.3% 43.4% 40.5% 41.3% 42.3%
Operating profit Margin 16.4% 15.1% 11.5% 12.9% 13.6%
Net Profit Margin 10.3% 8.9% 6.9% 7.9% 8.2%
Key Ratios
ROE 12% 10% 8% 11% 14%
ROA 7% 6% 5% 6% 8%

source : PSHK
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Income Statement

(CNY$ mn)
FY18A FY19A FY20E FY21E FY22E
Revenue 6,383 8,183 8,529 10,512 13,663
Growth (%) YoY 25% 28% 4% 23% 30%
COGS (3,555) (4,632) (5,075) (6,174) (7,886)
Gross Profit 2,828 3,550 3,454 4,338 5777
Gross margin (%) 44% 43% 40% 41% 42%
otherincome 196 308 254 151 149
Selling & distribution (1,357) (1,718) (1,791) (2,102) (2,733)
Admin (622) (906) (938) (1,030) (1,339)
Total opex (1,980) (2,625) (2,729) (3,133) (4,072)
Operating income (EBIT) 1,044 1,234 979 1,357 1,855
Operating Margin(%) 16% 15% 1% 13% 14%
Finance income 72 29 97 110 115
Finance costs (128) (130) (184) (184) (184)
Pre-tax profit 976 1,121 892 1,283 1,785
Tax (306) (390) (294) (423) (589)
Minority interest (0) (0) (0) (0) (0)
Net profit 657 728 586 831 1,125
Net margin(%) 10.3% 8.9% 6.9% 7.9% 8.2%
EPS (CNY$ cent) 30.19 30.72 2475 35.10 4750
Cash Flow Statement (CNY$ mn)
FY18A FY19A FY20E FY21E FY22E
Operating cash flow
Cash from operating 463 1112 1483 999 1,182
Tax (309) (334) (116) (294) (423)
Net Cash from operatior 154 778 1,367 704 758
Cash from investing (281) (2,045) (99) (105) (108)
FCF (127) (1,267) 1,268 599 650
Financing cash flow
Cash from financing (511) 1,039 (598) (389) (521)
Net increase (decrease) (637) (227) 670 210 129
Exhange rate or other adj 1 1 - - -
Opening cash balance 3,832 3,196 2,970 3,639 3,849
Closing cash balance 3,196 2,970 3,639 3,849 3,979
CFPS (CNY$) 0.18 0.44 0.58 0.35 0.41
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FY18A FY19A FY20E FY21E FY22E
Total non-current assets 1,139 3,057 2,953 2,880 2,825
Trade Receivable 1,953 2,596 2,337 2,880 3,743
Inventory 836 1,046 1,112 1,353 1,728
Cash 3,196 2,970 3,639 3,849 3,979
Total current asset 8,060 9,266 9,429 10,423 11,790
Total Assets 9,199 12,323 12,382 13,303 14,615
Liabilities
Current Liabilities 3,278 3,671 3,682 4,082 4,669
Non-current Liabilities 590 1,691 1,694 1,697 1,700
Shareholder's Equity
Equity Capital 20 22 22 22 22
Reserve 5,306 6,868 6,903 7,392 8,043
Non-controlling interest 5 70 81 110 181
Shareholder's Equity 5,331 6,960 7,006 7,524 8,246
Total Liabilities & Shareha 9,199 12,323 12,382 13,303 14,615

(Closing price as at 21 September)
source : PSHK
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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 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within * 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price
<-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.
© 2020 Phillip Securities (Hong Kong) Limited
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Phillip Securities Pte Ltd
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Singapore 179101
Tel : (65) 6533 6001 Fax: (65) 6535 3834
www.phillip.com.sg

INDONESIA
PT Phillip Securities Indonesia
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www.phillip.co.id
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Phillip Securities (Thailand) Public Co. Ltd.
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Tel (66) 2 2268 0999 Fax: (66) 2 2268 0921
www.phillip.co.th

UNITED STATES
Phillip Futures Inc.
141 W Jackson Blvd Ste 3050
The Chicago Board of Trade Building
Chicago, IL 60604 USA
Tel (1) 312 356 9000 Fax: (1) 312 356 9005

MALAYSIA
Phillip Capital Management Sdn Bhd
B-3-6 Block B Level 3, Megan Avenue I,
No. 12, Jalan Yap Kwan Seng, 50450 Kuala Lumpur
Tel (60) 3 2162 8841 Fax (60) 3 2166 5099
WWW.poems.com.my

CHINA
Phillip Financial Advisory (Shanghai) Co. Ltd.

No 436 Heng Feng Road, Green Tech Tower Unit 604

Shanghai 200 070
Tel (86) 21 5169 9400 Fax: (86) 21 6091 1155
www.phillip.com.cn

FRANCE
King & Shaxson Capital Ltd.
3rd Floor, 35 Rue de la Bienfaisance
75008 Paris France
Tel (33) 14563 3100 Fax : (33) 1 4563 6017
www.kingandshaxson.com
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PhillipCapital Australia
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Melbourne VIC 3000 Australia
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www.phillipcapital.com.au
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Phillip Securities (HK) Ltd
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www.phillip.com.hk
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Phillip Securities Japan, Ltd
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www.phillip.co.jp
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PhillipCapital (India) Private Limited
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www.phillipcapital.in

UNITED KINGDOM
King & Shaxson Ltd.
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London, EC4N 6AS
Tel (44) 20 7929 5300 Fax: (44) 20 7283 6835
www.kingandshaxson.com

SRI LANKA
Asha Phillip Securities Limited
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Colombo 2, Sri Lanka
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