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Q3 Sales in line with expectation. Significant growth from online
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Investment Summary

Q3 operating performance is in line with market expectations

The company announced its operating performance for the 3Q20 on October 15th. As the
epidemic situation eases, the company’s operating conditions continue to improve. With the
exception of AMER, the sales of all brands have recorded positive growth compared with the
same period in 2019, which is in line with our expectations. The Anta brand recorded a low
single-digit positive growth YoY. The FILA brand recorded a positive growth of 20%-25% YoY.
Other brands recorded a positive growth of 50%-55% YoY.

Both online and offline efforts, Anta adult recorded positive growth

The overall turnover of the Anta brand recorded a positive single-digit growth. Among them,
Anta adult achieved positive growth in Q3. The YoY growth of Q1/Q2/Q3 was 20% + negative
growth/negative low single digit/positive growth respectively. Anta Kid achieved low
double-digit growth. In terms of channels, the Anta brand’s online sales growth has been
impressive, with an increase of nearly 50% in Q3, and the growth rate has increased. In
terms of discounts and inventory sale rate, affected by the epidemic and DTC transformation,
the Anta brand discount rate increased by 2-3 ppt compared with the same period last year,
and the discount rate was about 30% off. The inventory sale rate was unchanged MoM,
approximately 6 times, and is expected to be controlled at approximately 5 times at the end
of the year.

FILA's online and offline are developing simultaneously. FILA's online sale growth rate
reached 90%, and the overall growth in Q3 was 20%-25%. Among them, FILA Fusion grew
significantly, recording double-digit growth compared YoY, and offline growth was about
50%. %, and the online gross billing amount of Kid's clothing also increased by about 30%. In
terms of discount and inventory-sales ratio, FILA discount is about 80%, and inventory-sales
ratio is about 8 times.

Other brands recorded a 50%-55% increase in overall sales in Q3. Among them, the sales
from the Descente increased by nearly 90% YoY, while Kolon Sport also recorded a YoY
growth of 20%-25%. Winter products account for the majority of the product matrix of the
two brands, and it is expected that the growth in Q4 will further increase.

AMER’s overall turnover in Q3 was negative and low double-digit YoY, and it recorded a
turnover growth of more than 20% in the Greater China region, which was better than
expected. Under the company’s expense management, it is expected to record profits
throughout the year.

DTC transformation is progressing well

The transformation of the DTC model of Anta’s main brand is progressing smoothly. As of
3Q20, the company has collected nearly 800 stores and change it to direct operation. In the
short term, the transformation will incur additional costs for the company, but in the long
term, flat and direct sales channels will help the company better grasp the retail data and
market conditions. After the integration is completed, it is expected to further accelerate
the destocking.

PhillipCapital

23 October 2020

Accumulate (Downgrade)
CMP HKD 88.90

(Closing price as at 21 October)
TARGET HKD 94.90 (+6.7%)

COMPANY DATA

0O/S SHARES (MN) : 2,703
MARKET CAP (HKD MN) : 241,137
52 - WK HI/LO (HKD): 90.90/41.43
SHARE HOLDING PATTERN, %

Ding Shi Zhong 61.40

PRICE VS. HSI

-40%
21/10/2019 20/1/2020 20/4/2020

m—2020.HK HsI

20/7/2020 19/10/2020

Source: Wind, Phillip Securities (HK) Research

HMHRH

CNY mn FY19 FY20E FY21E FY22E
Net Sales 33,928 37,138 46,240 57,679
Net Profit 5344 4,758 8,254 12,018
EPS, CNY cent 198.70 176.03 305.38 412.35
P/E, x 4027 4545 2620 19.40
BVPS, CNY cent 779.17 915.841121.041375.06
P/BV, x 867 7.38 603 582
DPS (HKD cent) 67.00 52.81 91.61 123.71
Div. Yield (%)  0.89% 0.70% 1.22% 1.39%

Source: Company reports, Phillip Securities Est.
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Valuation and investment advice

The Q3 operating data reflects the company’s operating capabilities and resilience as
a leader in the industry, and the overall performance is in line with our previous
forecast. During the National Day and Mid-Autumn Festival this year, the company’s
entire brand recorded a growth of more than 40%, and its performance was better
than that of the Labour Day Golden Week after the lockdown release, mainly because
the overall consumption environment continued to pick up. At the same time, the
cold winter came earlier this year, and demand for seasonal changes drives
consumption. It is expected that Q4 will further improve operating data.

We maintain our earnings forecast and expect the company's 2020/2021 EPS to be
RMB 1.76/3.05/4.12. The 12-month target price of HK$94.9 corresponds to the
expected P/E of 48.53/28.00/20.50 times for 2020/2021. Comparing to the current
share price, it is downgraded to the Accumulate rating.

(Closing Price as at 21 October)

Risk
1) The impact of COVID-19 continues
2) The conflict between US and China

Financials

FYE DEC FY18 FY19 FY20E FY21E FY22E
Valuation Ratio

P/E ratio 52.36 40.27 45.45 26.20 19.40
P/B ratio 13.09 10.27 8.74 7.14 5.82
Dividend Yield (%) 0.88% 0.75% 0.59% 1.03% 1.39%
Per share data (RMB)

EPS (cent) 152.82 198.70 176.03 305.38 412.35
BVPS (cent) 611.16 779.17 915.84 1,121.04 1,375.06
DPS (HKD cent) 78.00 67.00 52.81 91.61 123.71

Growth & Margin

Growth

Revenue 44.4% 40.8% 9.5% 24.5% 24.7%
Operating income 42.9% 52.5% -9.2% 52.2% 26.9%
Netincome 32.9% 30.2% -11.0% 73.5% 35.0%
Margins

Gross Profit Margin 52.6% 55.0% 54.4% 58.4% 58.9%
Operating profit Margin 23.7% 25.6% 21.3% 26.0% 26.4%
Net Profit Margin 17.0% 17.6% 14.8% 18.5% 19.0%
Key Ratios

ROE 25% 25% 19% 27% 30%
ROA 17% 13% 10% 16% 18%
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Income Statemen (CNY$ mn)

FY18A FY19A FY20E FY21E FY22E
ANTA 14,327 17,450 17,450 20,940 25,128
FILA 8,492 14,770 17,724 23,041 29,954
Al other brands 1,282 1,708 1,964 2,259 2,598
Revenue 24,100 33,928 37,138 46,240 57,679
Growth (%) YoY 44% 41% 9% 25% 25%
COGS (11,413) (15,269) (16,922) (19,246) (23,697)
Gross Profit 12,687 18,659 20,216 26,994 33,982
Gross margin (%) 53% 55% 54% 58% 59%
otherincome 760 1,070 230 190 190
Selling & distribution (6,525) 9,721) (10,770) (13410) (16,727)
Admin (1,223) (1,313) (1,783) (1,757) (2,192)
Total opex (7,748) (11,034) (12,553) (15,167) (18,919)
Operating income (EBIT) 5,700 8,695 7,894 12,018 15,253
Operating Margin(%) 24% 26% 21% 26% 26%
Finance income 225 225 165 303 419
Finance costs (158) (278) (95) (95) (95)
Pre-tax profit 5,767 8,008 7,230 11,926 15,778
Tax (1,533) (2,384) (2,150) (3,301) (4,206)
Minority interest (0) (0) (0) ©) (0)
Net profit 4,103 5,344 4,758 8,254 11,146
Net margin(%) 17.0% 17.6% 14.8% 18.5% 19.0%
EPS (CNY$ cent) 152.82 198.70 176.03 305.38 412.35

source: PSHK
(Closing Price as at 21 October)

Page | 3 | PHILLIPCAPITAL HONGKONG RESEAREH



p PhillipCapital

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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