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Automobile & Air (Zhangling)

This month | released an updated reports of Shanghai International Airport (600009.CH).
Under the influence of the pandemic, the passenger throughput of airports in China
reached 907 million in 2021, an increase of 5.9% over 2020, and a recovery of 67.1% in
2019, which was a 32.9% decline compared to 2019. On a closer look at markets, due to
the Spring Festival travel policy and the repeated sporadic outbreaks in China, the low
point of aviation demand for domestic routes appeared in February, August and
November, and the high point was in March, April, May and July. As the Civil Aviation
Administration of China enforced strict control over the cases imported from overseas,
the number of international and regional flights has always hit a trough, with small
fluctuations throughout the year. Compared to 2019, the monthly number of
international and regional flights has dropped by more than 90%. Only the number of
flights in April and July increased slightly compared to 2020.

Compared to other airports in China, Shanghai Pudong International Airport is more
dependent on non-aviation revenue such as international routes and duty-free business
rentals in terms of results. Therefore, the sharp drop in international passenger traffic
has a greater impact on the airport’s results. According to the result forecast released on
24 January 2022, the Company predicted losses in 2021 could reach RMB1.64 billion to
RMB1.78 billion. The corresponding loss from Q1 to Q4 was RMB436 million, RMB304
million, RMB510 million and RMB390-540 million. The annual tax-free revenue was
expected to approach RMB500 million, a decrease of nearly 90% compared to nearly
RMBS billion in 2019.

According to the announcement, SIA signed an agreement with the holding major
shareholder SAA, in which the transaction price of 100% equity of the underlying asset
Honggiao Airport is approximately RMB14.5 billion, the transaction price of 100% equity
of the logistics company is approximately RMB3.1 billion, and the transaction price of
No.4 Runway in Pudong Airport is approximately RMB1.5 billion, with a total of
approximately RMB19.1 billion. The listed company is expected to issue approximately
434 million shares to SAA at a price of RMB44.09 per share. Meanwhile, the Company
will issue no more than approximately 128 million targeted additional shares to SAA. The
scale of supporting financing will be reduced to no more than RMBS5 billion.

We think that Honggiao Airport, which mainly engages in domestic routes, has quick
business recovery. In the long run, it has good development prospects and strong
profitability. The injection into the listed company will realise the re-integration and
optimization of route resources. Affected by the pandemic, Pudong Airport, which
mainly focuses on international routes, has high operating costs. In order to utilize
resources more rationally and efficiently, Shanghai Airport has tried to divert a large
number of idle international time resources to the domestic market, so that the
passenger flow of Pudong Airport will recover faster. In addition, the reorganisation will
also incorporate the logistics and cargo business, which will help improve the air cargo
hub network, expand multimodal transportation, and optimize the cargo layout of
Honggiao Airport and Pudong Airport.
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TMT, Semiconductors, Consumer, Healthcare (Eric Li)
This month | released an updated report of Xtep International (1368.HK).

Xtep announced a positive profit alert, and is expected to record a significant increase of
not less than 70% in its consolidated profit attributable to ordinary equity holders for
the year 2021 as compared to that for the year 2020.

In addition, Xtep also announced the operation data of 4Q2021. Xtep's core brand
products retail sell-through (including offline and online channels) grew by 20%-25%
(mid-teens growth in 3Q2021), retail discount level stayed at 25%-20%, and inventory
turnover was about 4 months, which was flat QoQ. The core brand products retail sell-
through increased by more than 30% in 2021, which was better than a high single-digit
growth in the same period last year. The inventory turnover was about ~4 months,
better than ~5 months in 2020.

A strong increase in consolidated revenue for the 2021 driven by: (1) an over 30%
growth in core Xtep brand’s revenue in second half of 2021 due to robust sales orders
from distributors following our successful launch of signature functional and lifestyle
products and retail channel upgrade during the Year; (2) accelerated revenue growth of
the core Xtep brand’s e-commerce and kids™ businesses given the respective completed
restructurings from branding, products to operations. An expansion in the gross profit
margin of the core Xtep brand primarily attributable to (1) our continual effort in
product innovations and better product offerings; and (2) a lower base of comparison
triggered by the one-off inventory buy-back in 1H2020.

Management mentioned an accelerated growth in FY2021E, which was a result of core
brand channel upgrades, ramp up of 9th generation stores, focus on retail experience &
launch brand story, which increasing the associated purchase rate and sales per unit
area. Xtep's ASP continued to rise as product and brand upgrades, including the launch
of professional running shoes such as 160X and 260X series, and premium XDNA apparel
such as the cross-over with Shaolin. In addition, kids/online grew faster after the
completion of restructuring.

Management also mentioned that Product sold-out rate remained robust, with 1Q2021
and 2Q2021's >80%, 3Q2021's close to 80% and 4Q2021's close to 60%. The RSV growth
momentum remained from Jan to date, discount & channel inventory remained at a
healthy level.

Management noted that this strong growth momentum should have continued into
2022 year-to-date, as the 1Q-3Q22 procurement orders from distributors witnessed
~30% YoY growth. Management expects the core brand topline growth will be >30% in
1H22 and >25% for 2022 as the base is relatively high in 2021H2. Revenue growth for
athleisure brands (K-Swiss, Palladium) and professional sports brands (Saucony, Merrell)
to reach at least 30% and 50% respectively, in 2022.
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Fig 1. Performance of Recommended Stocks
Price on

Recommendation Target Expected Last Month Last Month  Closing Price
Ticker Company Analyst Rating Date Price Return Closing Price Return 2M ago 1M Price Chg
20220303 600009 CH SIA ZJ Accumulate 5416 623 15.03% 492 -9.16% 5235 -6.02%
20220313 1368 HK xtep EL Buy 10.96 14.15 29.11% 11.88 8.30% 12.9 -7.91%

A stock is calculated by RMB yuan.
Source: Phillip Securities Research
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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.
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