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361 DEGREES (1361.HK)

Channel penetration and high cost-effectiveness build a moat in lower-tier
markets

China| Consumer | Sportswear

Overview

The 361° brand was founded in 2003, with its brand positioning centered on "Professional +
Youthful." It focuses on mid-price range product lines within the mass consumer market,
covering multiple segments such as running, basketball, comprehensive training, children's
products, and outdoor sports. The company consistently advances its "Single Focus, Multi-
Brand, Globalization" strategy. With the main brand 361° at its core, it is complemented by
sub-brands including 361° Kids, 361° International Line, forming a multi-layered product
matrix. Currently, 361° products are popular across major cities and regions in China, and
the brand is gradually expanding into overseas markets. As of June 30, 2025, the number of
361° retail stores in mainland China reached 5,669, most of which are located in third-tier
and below cities in China. The number of 361° Kids sales outlets stood at 2,494, while the
number of 361° International sales outlets was 1,357.

Digital Transformation Yields Notable Results, Overseas Market Expansion Continues

In the third quarter of 2025, the 361° main brand and its children's wear brand both
recorded a 10% year-on-year increase in offline retail sales, while e-commerce platform
retail sales achieved a 20% year-on-year growth. In the first half of 2025, the company's
revenue reached RMB 5.705 billion, representing an 11% increase compared to the same
period last year. The revenue breakdown by product category is as follows: Footwear
contributed RMB 3.29 billion, accounting for 57.6% of total revenue; apparel contributed
RMB 2.12 billion, accounting for 37.2%; accessories contributed RMB 210 million, accounting
for 3.7%,; other products contributed RMB 90 million, accounting for 1.5%. From the
perspective of channel structure, online-exclusive products from the e-commerce business
contributed RMB 1.82 billion in revenue, representing 31.8% of the total and marking a 45%
year-on-year growth. This indicates that the effectiveness of digital transformation
continues to be evident. In terms of regional distribution, the domestic market remains the
core sales market for the company. 361°'s international business contributed 1.5% to total
revenue, with a year-on-year growth of 19.7%. This growth primarily stemmed from
expansion in Southeast Asia, the Americas, Europe, and regions along the "Belt and Road"
initiative. The company will continue to strengthen its presence in overseas markets going
forward. We believe the company still possesses significant room for development in
international markets. With sustained brand-building efforts overseas, the company may
contribute more incremental revenue in the coming years.

Gross Margin Remains Stable for Years, Demonstrating Profit Resilience

In the first half of 2025, the company's gross margin was 41.5%. Since 2021, the gross
margin has remained above 40% for four consecutive years. The selling and distribution
expense ratio was 18.2%, showing a slight increase year-on-year, mainly due to the company
allocating more resources to advertising and promotional activities, particularly brand
promotion via e-commerce platforms. Online sales are currently the mainstream trend in
the consumer industry, and we anticipate the company will invest more resources in e-
commerce platforms in the future, which may keep the selling and distribution expense ratio
on an upward trend. The net profit margin attributable to shareholders was 15.3%,
representing an increase of 2.94 percentage points year-on-year and 3.45 percentage points
quarter-on-quarter, demonstrating its profit resilience across economic cycles. Earnings per
share were RMB 0.41, up 8.6% year-on-year. The debt-to-asset ratio stood at 34.3%. Over
the past four years, the company’s debt-to-asset ratio has consistently remained below 30%,
indicating a healthy financial structure and relatively low debt pressure.
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Leveraging Meituan Flash and Taobao Flash to Enable "Half-Hour Delivery," Full-
Scenario Store Matrix Builds Growth Resilience

361° has officially announced partnerships with both Meituan Flash and Meituan
Group Purchase services, offering consumers new experience in sports consumption.
361° has also announced the full rollout of its Taobao Flash service, with the first
phase launching in Chongqing. Popular cities such as Beijing, Shanghai, and
Guangzhou will follow soon. The company’s collaborations with Meituan and Taobao
are not merely about expanding sales channels but represent a strategic
complementarity. Meituan Flash and Taobao Flash address the "immediacy" pain
point in sports consumption, converting online traffic into offline fulfillment within
half an hour, significantly boosting conversion efficiency and user experience. This
creates a closed loop of "online traffic generation and offline redemption," directly
driving footfall to physical stores, countering fluctuations in offline customer flow,
and enhancing store operational predictability and sales per square foot. The
advantages of e-commerce are further highlighted. This reflects the company's
precise understanding of local consumption habits and agile channel innovation.

Winter Sports Season Begins, ONEWAY's Performance is Worth Anticipating

The establishment of ONEWAY outdoor stores and women's sports concept stores
represents a deep exploration of niche markets and a contextual expression of brand
value. This not only enhances brand image and increases customer loyalty but also
helps test new product categories and acquire high-value user data. The new
ONEWAY stores primarily feature the newly launched outdoor footwear and apparel
series for the Fall/Winter 2025 season, including three main product lines: NUUKSIO,
SISU, and LUXE. These cover professional skiing, professional outdoor gear, and urban
outdoor-style wear. Winter has arrived, and ice and snow facilities in many northern
regions have begun operations. With the start of the new winter sports season, the
supply of various types of ice and snow venues continues to diversify, and the
number of people participating in winter sports in China is steadily growing. This
trend is driving rapid growth in the ice and snow industry. According to data from
China Central Television (CCTV) Internet, the total scale of China's winter sports
industry reached 970 billion yuan in 2024, representing a year-on-year increase of
approximately 9%. It is projected to exceed 1 trillion yuan in 2025. Coupled with the
upcoming "Double 12" shopping festival, this is expected to boost sales of related ski
apparel. Given these factors, ONEWAY's performance is highly anticipated.

Super Premium Store Drive Diversified Sales Development

361° Super Premium Stores reinforce the brand's differentiated advantages by
offering an integrated, full-category consumer experience. Serving as benchmarks
(with 93 such stores already established), they form a layered retail network
alongside diverse store formats, effectively covering different customer segments
and consumption scenarios. This structure enhances omnichannel operational
capabilities and strengthens growth resilience.

Company valuation

According to data from the National Bureau of Statistics, from January to October
2025, the total retail sales of consumer goods reached 41.22 trillion yuan,
representing a growth of 4.3%. Nationwide online retail sales of physical goods
amounted to 10.40 trillion yuan with a year-on-year increase of 6.3%. Retail sales of
sports and recreational goods reached 139.7 billion yuan, up 18.4% compared to the
same period last year. A report from the General Administration of Sport of China
shows that the number of participants in outdoor sports in China has exceeded 400
million. It is believed that, amid the nationwide fitness trend, this number is expected
to continue growing, thereby driving increased sales of sportswear. 361° is actively
expanding into the women’s and children’s segments, establishing a differentiated
competitive advantage. This year, China launched a nationwide unified childbirth
subsidy. By reducing the costs of childbirth and child-rearing and increasing
willingness to have children, this policy is expected to contribute to the recovery of
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the child population base in the long term. Coupled with the growing demand for
children’s sports activities driven by the “Double Reduction” policy and the national
fitness campaign, parents’ willingness to spend on children’s sportswear is rising. The
children’s sportswear market is expected to maintain strong growth momentum. We
believe that 361%s children’s business will provide steady growth drivers for the
company. In the future, 361° will continue to sponsor multiple sports events, such as
the WTCC World Tennis Continental Cup and others. NBA superstar Nikola Joki¢
officially became a brand ambassador for 361° at the end of 2023, entering into a
long-term partnership with the brand and launching his own signature shoe series
(the JOKER series). He visited China in July this year. These activities have effectively
enhanced brand awareness and exposure. We are optimistic about 361°’s advantages
in lower-tier markets and its prospects for expanding into overseas markets.

We forecast the company’s revenue for 2025-2027 to be 11.27 billion yuan, 12.53
billion yuan, and 13.80 billion yuan, respectively, with EPS of 0.63 yuan, 0.67 yuan,
and 0.73 yuan. We employ two valuation methods: the relative valuation method
(P/E) and the absolute valuation method (DCF).

Relative valuation method: We selected comparable companies for valuation,
including Li Ning, Anta, and Xtep, which have similar business models. Under this
approach, the target price is forecasted to be HK$7.36, corresponding to a forward
P/E ratio of 10x for 2026.

FE
Stock Code Stock Name 25E 26E
2020.HK ANTA SPORTS 15.31 1361
2331.HK LI NING 16.36 14.57
1368.HE XTEP INT'L 9.77 8.83
1361.HE 361 DEGREES 8.45 7.53
Average 12.48 11.14

Absolute Valuation Method: Key assumptions in the DCF analysis:

1. The WACC, calculated using the formula WACC = Kd x Wd x (1 - T) + Ke x (1 - Wd),
is 6.46%.

2. The discount period spans from 2025 to 2029.

3. The terminal growth rate is 3%.

With a WACC of 6.46% and a terminal growth rate of 3%, the company's reasonable
intrinsic value per share is HKD 7.58. Under scenarios where the WACC ranges from
5.81% to 7.11% and the terminal growth rate varies between 2.7% and 3.3%, the
reasonable intrinsic value per share ranges from HKD 6.48 to HKD 9.56.

-4
2. 40%| 2. ?0%| 3. 00%| 3. 30%| 3. 60%
5.23% 8.1 8.8 9.7 10.8 12.3
5.51% 7.1 7.5 8.1 8.7 9.6
WACC . 46% 5.3 6.6 6.9 7.4 7.8
711% 5.7 5.9 6.1 6.4 6.8
7.82% 5.2 5.4 E.E B.7 6.0

Considering the limitations of the DCF model, we have taken the arithmetic average
of this valuation result and the P/E valuation outcome. This yields a final target price
of HKD 7.47, and we initiate coverage with a "Buy" rating.

Valuation Method  Assumptions Target Price

P/E 10x 2026E EPS 7.36
DCF 7.58
Average 747
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Risk factors

1) Slower-than-expected growth in the domestic athletic apparel industry.
2) Intensified industry competition.

3) Macroeconomic downturn impacting end-consumer spending; and

4) The company's sales performance falling short of expectations.
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Consolidated Statement of Profit or Loss

Dec ¥/E, RMB mn FY23 FY24 FY25E FY26E FY27E
Total Revenue 2423 10074 11265 12529 13797
Cost of zales -4551 -5850 5823 -7368 2134
Gross profit 3462 4183 4542 5162 5664
Operating expenses -2483 -Z810 -3210 -3610 -3064
Finance costs =20 -14 =18 -20 =21
Profit before tax 1363 1563 1762 1896 2048
Income tax expense =323 =370 -417 -445 -485
Profit for the year 1040 1193 1344 1447 1561
Profit for the year attributable to

— Owners of the Company 961 1145 1285 1393 1504
EPS(RMB) 0.45 0.55 0.63 0.67 0.73
DPS(RMB) 0.1% 0.25 0.31 0.34 0.36
Dividend payout ratio 40% 663% 50% 50% 50%
Weighted shares outstanding 2088 2088 2088 2068 2088

Key Financial Data

Dec ¥/E FY23 FY24 FY25E FY26E FY27TE
Valutation Ratio

P/B ratio 122 1.18 1.08 1.00 0.93
Dividend “ield, % 3.5% 47% 559% 6.3% 5.8%
Per share data(RMB)

EPS 0.48 0.56 0.63 0.567 0.73
BVPS 44 45 49 53 57
DPS(RMB) 019 0.25 0.3 0.34 0.36
Growth & Margin

Growth

Revenue Growth 21.0% 19.6% 11.8% 11.2% 10.1%
Gross Profit Growth 22.7% 20.8% 11.0% 11.2% 9. 7%
Net Profit Growth 27.4% 14.7% 12.7% 7.5% 7.9%
Margin

Gross Profit Margin 41.1% 41.5% 41.2% 41.2% 41.1%
Net Profit Margin 12.3% 11.8% 11.9% 11.5% 11.3%
Key Ratios

ROE 10.559% 12.25% 12.69% 12.66% 12.67%
ROA 7.36% 8.56% 8.80% 8.70% 8.65%

Consolidated Statement of Financial Position

Dec Y/E, RMB mn FY23 FY24 FY25E FY26E FY27E
Current assets

Inventories 1350 2109 2372 2638 2912
Accounts receivable 3831 4388 4564 55az G088
Cash and cash equivalents 3597 4254 4340 4432 4218
Others 2839 1306 1468 1631 1800
Total current assets 11617 12058 13144 14223 15019
Non-current assets

PPE 765 961 1170 1393 1978
Others 683 383 353 N 380
Total current assets 1448 1355 1582 1724 2388
Total Assets 13085 13414 14706 16006 17368
Current liabilities

Accounts and bills payables 2577 2704 3040 3381 3733
Short-term Bank and other loans 48 47 58 63 71
Others 483 812 652 724 798
Total current liabilities 3088 3363 3750 4170 4502
Non-current liabilities

Long-term Bank& other loans 245 215 243 270 258
Others 10 7 7 7 7
Total non-current liabilities 254 222 250 277 305
Total liabilities 3342 3584 4000 4448 4807
Equity attributable to equity holders of the Company g082 9375 10203 11002 11866
Non-controling interests 541 454 503 557 514
Total equity 9723 9828 107068 11558 12431
Total liabilities and equity 13085 13414 14708 16006 17388
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Dec Y/E, RMB mn FY23 FY24 FY25E FY26E FY2TE

CFO 408 70 o4 1062 1181
Net profit before tax 1363 1563 1762 1896 2045
Change in working capital&others -758  -1281 -853 -548 558
Depreciation and Amortization 73 T 95 115 136
Others =272 -3 =310 -303 -333
CFl 47 1388 =302 -338 -T21
Purchase of PR&E -54 -269 =302 -336 -T21
Others 481 1835 0 0 0
CFF -1079 =777 -495 534 584
Cash payments for distribution of dividends, profits or repayment of interest 122 -560 =517 547 597
Net Borrowings 0 -3 40 34 34
Others -953 -185 -18 =20 =21
Net increase in cash and cash equivalents -264 658 o6 92 =213

Current Price as of: 12 Dec
Exchange rate: HKD/RMB = 0.91
Source @ PSHK Est.
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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 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.
© 2025 Phillip Securities (Hong Kong) Limited
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