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2021 results beat consensus 
During 2021FY, 361 Degrees International Limited (361 Degrees) recorded a revenue of 
RMB5,933.5mn (2020: RMB5,127mn), increasing 15.7% YoY, slightly below our estimates of 
RMB6,040mn but roughly in line with consensus estimates RMB5,922mn. Profit attributable 
to the equity shareholders of the Company was RMB601.7 million, increase of 45% and 
39.2% by compared with 2020 and 2019 respectively, above our and consensus estimates of 
RMB507.4mn and RMB549.0mn respectively. Net margin was up by 2ppt YoY to 10.1%. 
 
The revenue of footwear products and clothing products were RMB2,532mn (accounting for 
42.7% of the overall revenue) and RMB2,147mn (accounting for 36.2% of the overall 
revenue), an increase of 21.7% and 7.3% YoY. By adjusted the upgrade of product mix by 
launching a variety of new products with a higher average wholesale price (AWP) and drove 
the revenue growth from the e-commerce business, the AWP of footwear and apparel 
products are back to pre-epidemic levels, increased by 4.4% and 2.3% YoY. In addition, the 
sales volume of footwear and apparel products increased by 16.6% and 4.8% YoY, 
respectively. This was mainly due to the recovery in the market and continuous brand image 
enhancement as well as introducing high-quality new products. The sales volume of the 
accessories edged down by 0.8% YoY but the AWP of the accessories increased by 31.2% YoY 
which led to a YoY increase of 30.3% in the revenue to RMB69mn from the sales of 
accessories. Also benefited from the recovery of the market, the revenue from 361 Degrees 
Kids for the year continued to grow, recording a YoY increase of 18.7% to RMB1,107mn, and 
accounted for approximately 18.7% of the total revenue during the year. The growth was 
attributable to a YoY increase of 18.4% in the sale volume of products and a YoY increase of 
0.2% in AWP. 
 
Gross profit margin and operational efficiency improved 
Cost of sales was increased by 8.7% YoY, in which, the cost of internal production and 
outsourced products increased by 16.9% and 2.9% YoY, respectively. The increase in cost of 
internal production was attributable to the increase in raw materials consumed by 19.7% 
and labour cost by 31.8% YoY. Gross profit of RMB2,472.4mn for the year of 2021, 
representing an increase of 3.8 percentage points in the gross profit margin to 41.7%. The 
gross profit margins of footwear, apparel, accessories and 361 Degrees Kids increased by 
4.5ppt, 4.7ppt, 10.0ppt and 0.2ppt to 43.1%, 41.4%, 38.4% and 41.2% respectively. The gross 
profit margin improved, mainly due to an upward adjustment of the AWP charged to 
distributors back to the normal level in the situation before the pandemic happened in early 
2020 in view of the improved market environment in China and the increase in proportion of 
sales revenue generated from its e-commence platform. In addition, Other factors that 
contributed to an increase in the profit margin also included the decrease in production cost 
because of the improved production efficiency and effective cost control over the 
subcontractors. Overall operational efficiency has also improved, with the average trade and 
bills receivable cycle was 149 days a 10-day decrease from 2020; the average inventory 
turnover cycle was decreasing by 24 days to 87 days. 
 
As at 31 December 2021, the 361 Degrees core brand’s retail network comprised 5,270 
stores (the latest ninth-generation image stores 1486, accounting for 28.2% of the total 
number of the Group’s stores), representing a net increase of 105 stores compared to the 
end of 31 December 2020. although under the uncertain market situation caused by the 
epidemic, the Company Core Brand’s retail network approximately 77.2% of the stores were 
in less impact third- and lower-tier cities in China, while 4.6% and 18.2% of which were 
located respectively in first- and second-tier cities in the country. In 2021, sales from e-
commerce platforms amounted to RMB1,227mn, increase 55.1% YoY, and accounted for 
approximately 21% of the total revenue. 
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KEY FINANCIALS 

CNY mn FY20 FY21 FY22E FY23E 

Revenue  5,127   5,933   6,818   7,750  

Shareholders Net profit  415   602   689   781  

Reported EPS  0.20   0.29   0.33   0.38  

P/E ratio, x 16.3 10.9 10.0 8.8 

Dividend Yield, % 0.0% 0.0% 2.1% 3.5% 

Source: Company reports, Phillip Securities Est. 
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1Q2022 Recorded High Growth in E-commerce 
For the 1Q2022, the retail sales (in terms of the retail value) of core branded 
products recorded high teens growth compared to the same period of 2021. The 
retail sales (in terms of the retail value) of kids branded products recorded 20-25% 
growth compared to the same period of 2021. Meanwhile, overall e-commerce 
products recorded approximately 50% growth compared to the same period of 2021, 
which accelerated from the 35-40% YoY growth in 4Q2021. 
 
China Total Retail Sales of Consumer Goods in April decrease of 11.1% 
In April, the local epidemic had spread widely and frequently, affecting most 
provinces across mainland China. Residents went out to shop and eat less often, and 
the sales of non-essential commodities and the catering industry were significantly 
impacted. According to data released by the National Bureau of Statistics of China, 
the total retail sales of social consumer goods in April was RMB2,950bn, a YoY 
decrease of 11.1%, a significant deterioration from the 3.5% decline in March, and a 
far below market expectations of 6.6% decline. The retail sales of urban consumer 
goods was RMB2,563.7bn, down 11.3% YoY; the retail sales of rural consumer goods 
was RMB384.6bn, down 9.8%. During the period, retail sales of goods decreased by 
9.7%; among them, clothing, shoes and hats & Knitwear decreased by 22.8% YoY. 
Due to the negative impact of the epidemic, retail and catering companies continue 
to develop online businesses and accelerate the development of contactless services 
such as Internet sales and food delivery. From January to April, the online retail sales 
of physical goods increase of 5.2%, accounting for 23.8% of the total retail sales of 
social consumer goods, an increase of 0.6ppts from January to March; in the online 
retail sales of physical goods, food and use goods increased by 12.9% and 6.3% 
respectively, but the online retail sales of upgraded commodities such as gold, silver, 
jewelry and sports & entertainment products maintained rapid double-digit growth. 
 

Company valuation 
Since nearly 80% of the company's stores are located in third- and lower-tier cities in 
China, in addition to being relatively less affected by this round of epidemic, the 
growth of the domestic retail market is also more prominent than that in first- and 
second-tier cities. The company's products are positioned at high cost performance, 

“specialised, youthful and internationalised”, and e-commerce channels increases 
the coverage of markets, which will help enhance brand competitiveness and drive 
sales recovery. Management indicated that sales turnover growth in the 2Q2022 
could still reach about 20% and maintained low double-digit growth guidance for the 
full year. We expect 2022-2023 EPS to be RMB0.33 (slightly increase of RMB0.01 by 
compared with previous report) and RMB0.38 respectively. However, considering 
that the industry average P/E ratio has fallen to 11.9x, our new TP is HKD4.43, 
represents 11.3x and 9.96x 2022 and 2023 respectively. Our investment rating is 
“Accumulate”. 
 
 
 

 

Risk factors 
1) Weak domestic growth and consumer spending (including online & lower-tier cities) 
in sportsware; 2) Intensified competition in the industry; 3) the spread of COVID-19 
variants affects the consumer spending; and 4) Slower-than-expected revenue 
growth. 
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Current Price as of: June 9 
Source： PSHK Est. 
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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.   
©  2022 Phillip Securities (Hong Kong) Limited 

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 
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