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Anta Sports (2020 HK)

A mixed guidance but long-term growth intact

Maintain BUY but cut our TP to HK$ 121.33, based on 30x FY22E P/E (down
from 32x). Performance in 1Q22E so far was decent for Anta but stayed
challenging for FILA. Nevertheless, thanks to more than expected DTC and Amer’s
contribution, we are still optimistic about FY22E. Current valuation of 26x FY22E
P/E is not demanding, vs 5 year-average of 20x and int’l peers’ average of 24x.

B FY21 result in-line. Anta sales grew by 39% YoY to RMB 49.3bn and net
profit increased by 50% YoY to RMB 7.7bn in FY21, both are inline with its
CMBI/ BBG est. Other income was lower than our expectation but offset by
better finance income and less than expected losses for Amer.

B 1Q22E performance was mixed so far. Anta retail sales was strong with
20%+ YoY growth in Jan-Feb 2022, aided by the 40-50% online sales growth
during the Winter Olympics. However, FILA performance was slightly below
management’s expectation, at only 15%+. More importantly, Covid-19
outbreak since Mar 2022 has become a real drag as 18-20% of total stores
were closed temporarily and e-commerce sales was also hindered by
restrictions on logistics. Growth in 2Q22E may be affected if it persists.

B Guided 20%+ retail sales growth for Anta in FY22E. We are confident on
this target, because: 1) DTC transformation is ahead of schedule (sales per
store up 30%+, ASP up ~10%, retail discounts improved by ~3ppt YoY and
OP margin already reached MSD in FY21), 2) brand reform is rather
encouraging (step-up on marketing and more high-end product launches).
Moreover, 800 more distributors’ stores may be converted into self-owned
stores and additional sales of RMB 0.5-1.0bn may be booked in FY22E.

B Guided 15%-+ retail sales growth for FILA in FY22E, but with uncertainty.
Management is working hard towards this target, but that is still highly subject
to macro challenges. For FY22E, sales growth may be affected by certain
stores closures (because FILA now focuses more on per store productivity)
and OP margin may be under pressure due to the excessive inventory level in
1Q22E and likely higher retail discounts. But the long-term target remains
unchanged (RMB 40-50bn sales and 25%-30% OP margin).

B Maintain BUY and revised down our TP to HK$ 121.33. We maintain BUY
but revised down TP to HK$ 121.33, based on 30x FY22E P/E (cut from 32x
due to sector de-rating). We cut our FY22E/ 23E NP forecasts by 3%/ 4%,
to factor in: 1) slower FILA growth, 2) a lower OP margin and 3) greater profit
from Amer. Current valuation is not too demanding at 26x FY22E P/E, given
a 30% NP CAGR during FY20-23E and vs 5 year-average of 20x P/E.

Earnings Summary

(YE 31 Dec) FY20A FY21A FY22E FY23E FY24E
Revenue (RMB mn) 35,512 49,328 60,112 71,372 80,936
YoY growth (%) 4.7 38.9 21.9 18.7 13.4
Net income (RMB mn) 5,162 7,720 9,362 11,385 13,168
EPS (RMB) 1.86 2.77 3.36 4.08 4.72
YoY growth (%) (3.2 49.2 21.3 21.6 15.7
Consensus EPS (RMB) n/a n/a 3.57 4.47 5.17
P/E (x) 47.8 31.6 26.1 21.4 18.5
P/B (x) 10.0 8.2 6.8 5.5 4.5
Yield (%) 0.7 15 12 1.6 2.1
ROE (%) 215 26.7 26.7 26.3 25.2
Net gearing (%) Net cash Net cash Net cash Net cash Net cash

Source: Company data, Bloomberg, CMBIGM estimates
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Total Issued Shares (mn) 2,703.3

Source: Bloomberg

Shareholding Structure
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B Targeting 30% retail sales growth for Descente in FY22E. Similar to FILA,
management is also focusing more on: 1) per store productivity, 2) OP margin
improvement and 3) e-commerce sales, rather than store expansion in FY22E, while
long term sales target of RMB 4-5bn remains unchanged.

B Amer sports is a positive surprise. Amer’s losses has narrowed to ~RMB 80mn in
FY21, beating our est. of RMB 300mn despite the supply chain issues, we attributed this
beat to its shift from multi-brands to mega-brands strategy (resources are now more
centralized and duplications were reduced). Management expects profits in FY22E, as
all of its core brands (Arc’teryx, Solomon and Wilson) are all doing great in almost all
fronts (DTC, China and digital) and 5-year plan is also ahead of schedule.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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Earnings revision

Figure 1. Earnings revision

New (e][] Diff (%)
RMB mn FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E
Revenue 60,112 71,372 80,936 58,522 69,178 78,567 2.7% 3.2% 3.0%
Gross profit 36,985 44,159 50,220 36,128 42,928 48,887 2.4% 2.9% 2.7%
EBIT 12,833 15,255 17,438 14,032 16,752 19,290 -8.5% -8.9% -9.6%
Net profit att. 9,362 11,385 13,168 9,598 11,829 13,672 -2.5% -3.8% -3.7%
Diluted EPS (RMB) 3.357 4.082 4.722 3.441 4.240 4.901 -2.4% -3.7% -3.7%
Gross margin 61.5% 61.9% 62.0% 61.7% 62.1% 62.2% -0.2ppt -0.2ppt -0.2ppt
EBIT margin 21.3% 21.4% 21.5% 24.0% 24.2% 24.6% -2.6ppt -2.8ppt -3ppt
Net profit att. margin 15.6% 16.0% 16.3% 16.4% 17.1% 17.4% -0.8ppt -1.1ppt -1.1ppt

Source: Company data, CMBIGM estimates

Figure 2. CMBIGM estimates vs consensus

CMBIS Consensus Diff (%)

RMB mn FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E
Revenue 60,112 71,372 80,936 58,361 70,049 80,071 3.0% 1.9% 1.1%

Gross profit 36,985 44,159 50,220 35,773 43,196 48,555 3.4% 2.2% 3.4%

EBIT 12,833 15,255 17,438 14,238 17,607 18,466 -9.9% -13.4% -5.6%
Net profit att. 9,362 11,385 13,168 9,673 12,124 14,228 -3.2% -6.1% -7.5%
Diluted EPS (RMB) 3.357 4.082 4.722 3.572 4.473 5.168 -6.0% -8.7% -8.6%
Gross margin 61.5% 61.9% 62.0% 61.3% 61.7% 60.6% 0.2ppt 0.2ppt 1.4ppt
EBIT margin 21.3% 21.4% 21.5% 24.4% 25.1% 23.1% -3ppt -3.8ppt -1.5ppt
Net profit att. margin 15.6% 16.0% 16.3% 16.6% 17.3% 17.8% -1ppt -1.4ppt -1.5ppt

Source: Bloomberg, CMBIGM estimates

w

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Figure 3: Results summary — Half Year

Half yearly 2H21E Actual vs
1H20 2H20 1H21 2H21

(RMB mn) CMBIGM CMBIGM

Revenue 14,669 20,843 22,812 26,516 -1% 9% 56% 27% 25,886 2%

COGS (6,330)  (8,531)  (8,404) = (10,520) (10,425)

Gross profit 8,339 12,312 14,408 15,996 0% 19% 73% 30% 15,461 3%
GP margins 56.8% 59.1% 63.2% 60.3% 59.7%

Other income & gains 710 679 339 927 1,317 -30%

S & D expenses (4,395) (6,371) (7,556) (10,197) 7% 14% 72% 60% (9,440) 8%
S & D exp / sales -30.0% -30.6% -33.1% -38.5% -36.5%

Admin expenses (1,050) (1,072) (1,286) (1,642) 128% 26% 22% 53% (1,951) -16%
Admin exp / sales -7.2% -5.1% -5.6% -6.2% -7.5%

Other opex 0 0 0 0 0

Operating profit (EBIT) 3,604 5,548 5,905 5,084 -15% 25% 64% -8% 5,387 -6%
OP margins 24.6% 26.6% 25.9% 19.2% 20.8%

Other items 0 0 0 0 0

Net finance income (65) (397) 231 101 (166) -161%
Net fin. income / sales -0.4% -1.9% 1.0% 0.4% -0.6%

Profit after financing costs 3,539 5,151 6,136 5,185 5,221

Associated coms 0 0 0 0 0

Jointly controlled coms (719) 118 (346) 265 54

Pre-tax profit 2,820 5,269 5,790 5,450 -21% 18% 105% 3% 5,275 3%

Tax (1,040) (1,480) (1,658) (1,363) (1,330)
Tax / sales -7.1% -7.1% -7.3% -5.1% -5.1%
Effective tax rate -36.9% -28.1% -28.6% -25.0% -25.2%

Minority interests 122 285 292 207 345 -40%

Net profit att. 1,658 3,504 3,840 3,880 -27% 13% 132% 11% 3,601 8%
NP margins 11.3% 16.8% 16.8% 14.6% 13.9%

Sales

Anta 6,777 8,972 10,578 13,434 -11% -9% 56% 50% 12,607 7%

FILA & others 7,892 11,871 12,234 13,082 9% 28% 55% 10% 13,279 -1%

GP margins

Anta 41.6% 46.9% 52.8% 51.7% 52.1% -0.4ppt

FILA & others 70.5% 68.5% 72.3% 68.7% 67.7% 1ppt

OP margins

Anta 26.8% 29.5% 23.3% 18.5% 17.4% 1.1ppt

FILA & others 24.7% 26.5% 29.0% 20.5% 23.0% -2.5ppt

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4
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Figure 4. Results summary - Full Year

Full yearly (RMB mn)

Revenue
COGS
Gross profit

GP margins
Other income & gains
S & D expenses

S & D exp / sales
Admin expenses

Admin exp / sales
Other opex
Operating profit (EBIT)

OP margins
Other items
Net finance income

Net fin. income / sales
Profit after financing costs
Associated coms
Jointly controlled coms
Pre-tax profit
Tax

Tax / sales

Effective tax rate
Minority interests
Net profit att.

NP margins

Sales
Anta
FILA & others

GP margins
Anta
FILA & others

OP margins
Anta
FILA & others

FY20

35,512
(14,861)
20,651
58.2%
1,389
(10,766)
-30.3%
(2,122)
-6.0%
0
9,152
25.8%
0
(462)
-1.3%
8,690
0
(601)
8,089
(2,520)
7.1%
-31.2%
407
5,162
14.5%

15,749
19,763

44.7%
69.3%

28.3%
25.8%

FY21E

49,328
(18,924)
30,404
61.6%
1,266
(17,753)
-36.0%
(2,928)
-5.9%
0
10,989
22.3%
0
332
0.7%
11,321
0
(81)
11,240
(3,021)
-6.1%
-26.9%
499
7,720
15.7%

24,012
25,316

52.2%
70.5%

20.6%
24.7%

FY22E

60,112
(23,127)
36,985
61.5%
1,383
(21,289)
-35.4%
(4,055)
-6.7%
0
13,023
21.7%
0
245
0.4%
13,268
0
120
13,388
(3,481)
-5.8%
-26.0%
545
9,362
15.6%

29,929
30,183

53.6%
70.0%

21.4%
22.0%

FY21E
YoY
39%
47%

65%

38%

20%

39%

50%

52%
28%

FY22E
YoY
22%
22%

20%

38%

19%

19%

21%

25%
19%

2H21E
CMBIGM
48,698
(18,829)
29,869
61.3%
1,656
(16,996)
-34.9%
(3,237)
-6.6%
0
11,292
23.2%
0
65
0.1%
11,357

(292)
11,065
(2,988)
6.1%
-27.0%

637

7,441

15.3%

23,185
25,513

52.4%
70.0%

20.1%
26.0%

Actual vs
CMBIGM
1%

2%

-24%

4%

-10%

-3%

407%

2%

-22%
4%

4%
-1%

-0.2ppt
0.5ppt

0.5ppt
-1.3ppt

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Operating numbers

Figure 5: Sportswear brands sales growth trend

Operating numbers 1019  2Q19  3Q19  4Q19 1020  2Q20  3Q20  4Q20 1Q21 2Q21 3021  4Q21  1Q22E  2Q22E  3Q22E  4Q22E
Nike China sales 240%  22.0%  27.0%  23.0%  -4.0% 1.0% 80%  19.0%  42.0% 9.0% 1.0%  -24.0%
Adidas China sales 16.0%  140% _ 11.0% _ 150% _ -58.0% 00% __ -50% 7.0% _ 156.0% _ -16.0% _ -150% _ -24.0%
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00
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E %- - b + igh- + -+ igh-
361 Degree's retail sales Wi D -ve HSD +ve LSD v 15%-20% AL SR
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Pou Sheng's SSSG 8.4% 4.2% 6.0% 1.9% -32.5% -17.8%
Pou Sheng's sales 19.9% 18.9% 21.9% 19.1% -25.1% 0.3% -0.3% 1.0% 47.8% -15.0% -25.1% -26.7% -10.0% 0.0% 10.0% 15.0%
+ve Mid  +ve Mid ve Low +ve Low +ve Mid ve High
Dong Xiang's SSSG -ve LSD +ve MSD to High to High . -ve MSD . +ve MSD +ve HSD  to High 9
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SD SD SD
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" 10/)- )0, - -
Dong Xiang's retail sale +ve MSD +ve MSD teens teens 30%  Mid SD +ve MSD teens 60%-70%  to Mid High
teens teens
- 0/0- - -
Direct retail Flat +velSD +veHSD +vemsp ~€30% -velow Flat +ve MSD 70%-75%
35% teens
~ +ve 35%- +ve 30%- +ve 55%- +ve 40%- -ve Low- +ve 30%- +ve 30%- +ve 20%- 000
E- Commerce 45% 35% 60% 45%  teens 35% 35% 3095 39740%

Source: Company data, CMBIGM estimates, *Nike's year end is in May (e.g. 4Q18 calendar year = 2Q19 fiscal year = Sep-Nov 2018)

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 6
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Figure 6: Peers valuation table

3yrs

11?21 Price ngF\)//n- Mkt. Cap Year P/E (x) P/B (x) R(;)E P(I)E()G Y(I(;)I)d
Company Ticker Rating (LC) (LC) side (HK$mn) End FY1E FY2E FY1E FY2E FY1E FY1E FY1E
H shares Sportswear
Anta Sports 2020 HK BUY 121.33 105.40 15% 284,931 Dec-21 26.1 214 6.2 5.0 29.2 1.3 1.7
Li Ning Co 2331 HK BUY 81.04 67.65 20% 177,030 Dec-21 29.7 23.8 6.3 5.2 26.9 1.4 1.0
Xtep Intl 1368 HK  BUY  16.21 1228  32% 32,300 Dec-21 221 178 3.0 28 120 09 2.7
361 Degrees Intl 1361 HK NR n/a 3.65 n/a 7,547 Dec-20 11.0 9.8 0.9 0.8 7.7 0.5 1.9
Topsports Intl 6110 HK NR n/a 6.51 n/a 40,370 Feb-21 116 9.7 2.9 25 265 0.7 4.4
Pou Sheng Intl 3813 HK NR n/a 0.86 n/a 4,581  Dec-21 4.8 3.4 0.4 0.4 45 0.1 3.4
China DX 3818 HK NR n/a 0.49 n/a 2,855 Mar-21 nla 3.6 0.2 0.2 (05 0.0 n/a

Avg. 175 128 2.9 2.4 15.2 0.7 2.5
Med. 16.8 9.8 2.9 2.5 12.0 0.7 2.3

International Sportswear

Nike NKE US NR n/a 135.21 n/a 1,673,424 May-21 36.1 29.0 15.1 13.8 457 2.5 0.9
Adidas ADS GY NR n/a  216.85 n/a 359,622 Dec-21 224 184 5.7 5.2 30.3 3.5 1.8
Puma PUM GY NR n/a 78.26 n/a 101,899 Dec-21 283 223 4.9 4.3 15.7 1.2 1.2
Under Armour UAA US NR n/a 17.47 n/a 61,173 Dec-21 235 221 n/a 2.9 19.1 2.6 n/a
Lululemon LULU US NR n/a  315.71 n/a 319,485 Jan-21 410 346 139 11.0 36.1 1.2 0.0
Skechers SKX US NR n/a 41.06 n/a 50,148 Dec-21 14.1 11.3 1.7 1.4 25.8 (6.6) 0.0
Vf Corp VFC US NR n/a 56.85 n/a 173,050 Apr-21 17.7 15.7 6.5 6.0 41.1 0.3 35
Columbia COLM US NR n/a 93.32 n/a 47,120 Dec-21 16.2 14.4 2.8 2.6 18.5 1.4 1.3
Wolverine WWW US NR n/a 23.56 n/a 15,064 Jan-22 9.1 8.0 2.5 2.1 11.3 0.2 2.6
Mizuno Corp 8022 JP NR n/a 2169.00 n/a 3,735 Mar-21 183 13.3 0.5 0.5 7.6 1.8 2.3
Asics Corp 7936 JP NR n/a 2288.00 n/a 28,145 Dec-21 26.4 19.7 2.8 2.5 6.9 0.7 1.3

Avg. 23.0 19.0 5.6 4.8 23.5 0.8 15
Med. 22.4 184 3.8 2.9 19.1 1.2 1.3

Source: Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 7
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Assumptions

Figure 7: Major assumptions

Major assumptions FY20A FY21A FY22E FY23E FY24E
Sales by segment growth (%)
Shoes 11.3% 50.7% 19.0% 18.0% 13.0%
Apparels 1.3% 32.1% 24.3% 19.5% 13.7%
Accessories 1.8% 36.5% 12.0% 12.0% 12.0%
Total 4.7% 38.9% 21.9% 18.7% 13.4%
Sales by brand growth (%)
Anta -41.6% 65.9% 24.0% 15.0% 13.0%
Anta Kids -37.0% 50.0% 25.0% 16.0% 15.0%
FILA 18.1% 25.1% 17.5% 16.0% 10.0%
Descente & Others 35.4% 51.1% 30.0% 30.0% 25.0%
E-commerce 53.0% 45.0% 25.0% 23.0% 15.0%
Total 4.7% 38.9% 21.9% 18.7% 13.4%
Sales network
Anta 6,851 6,422 6,472 6,502 6,522
Anta Kids 3,071 2,981 3,051 3,121 3,171
FILA 2,006 2,054 2,154 2,254 2,354
Descente & Others 457 459 574 699 909
Total 12,385 11,916 12,251 12,576 12,956
GP margins
Anta 44.7% 52.2% 53.6% 54.4% 55.0%
FILA 69.3% 70.5% 70.0% 70.0% 70.0%
Others 65.9% 71.0% 66.0% 66.0% 66.0%
Total 58.2% 61.6% 61.5% 61.8% 61.9%
Opex breakdown
A&P Expenses / sales 10.0% 12.4% 12.2% 12.1% 11.8%
Labour costs / sales 12.5% 13.5% 14.0% 14.2% 14.4%
R &D expenses / sales 5.9% 5.9% 6.0% 6.0% 6.0%
Rental expenses/ sales 10.4% 11.6% 11.9% 12.1% 12.1%
Selling & distribution costs / sales 30.3% 36.0% 35.4% 35.7% 35.7%
Admin expenses / sales 6.0% 5.9% 6.7% 6.8% 6.8%
OP margin
Anta 28.3% 20.6% 21.4% 19.6% 19.0%
FILA 25.8% 24.7% 22.0% 24.0% 25.0%
Others 8.4% 18.4% 21.2% 23.0% 24.0%
Total 25.8% 22.3% 21.7% 21.7% 21.9%
Effective tax rate 31.2% 26.9% 26.0% 26.0% 26.0%
NP att. margin 14.5% 15.7% 15.6% 16.0% 16.3%
NP att. growth -3.4% 49.6% 21.3% 21.6% 15.7%

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 8
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Financial Summary

Income statement

Cash flow summary

YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E
Revenue 35,512 49,328 60,112 71,372 80,936 EBIT 8,826 11,372 12,833 15,255 17,438
Footwear 12,700 19,139 22,775 26,875 30,369 D &A 490 572 746 578 560
Apparel 21,671 28,632 35,593 42,544 48,380 Change in working capital (3,461) (282) 1,575 (730) (463)
Accessories 1,141 1,557 1,744 1,953 2,187 Income tax paid (2,181) (2,677) (3,481) (4,233) (4,896)
Others 3,783 2,876 858 1,091 1,329
Cost of goods sold (14,861) (18,924) (23,127) (27,213) (30,716) Net cash from operating 7,458 11,861 12,531 11,962 13,969
Gross profit 20,651 30,404 36,985 44,159 50,220
Other income 1,063 1,649 1,193 1,416 1,606 Capex & investments (785) (2,585) (842) (856) (971)
Associated companies - - - - -
Operating expenses (12,888) (20,681) (25,344) (30,320) (34,388) Interest received - - - - -
S & D costs (10,766) (17,753) (21,630) (26,046) (29,568) Others (1,138) (2,084) - - -
Admin exp. (ex-R&D) (1,251) (1,812) (2,316) (2,596) (2,896) Net cash from investing (1,923) (4,669) (842) (856) (971)
R & D exp. (871) (1,116) (1,398) (1,678) (1,924)
Other operating exp. - - - - - Equity raised 21 - - - -
EBIT 8,826 11,372 12,833 15,255 17,438 Net change in bank loans (3,343) (196) - - -
Dividend paid (1,404) (2,456) (3,259) (3,136) (4,229)
Finance costs, net (136) (51) 434 668 906 Others 5,955 (2,295) (423) (423) (423)
JVs & associates (601) (81) 120 357 486 Net cash from financing 1,229 (4,947) (3,682) (3,559) (4,652)
Exceptional - - - - -
Pre-tax profit 8,089 11,240 13,388 16,280 18,830 Net change in cash 6,764 2,245 8,008 7,546 8,346
Beginning cash balance 8,221 15,323 17,592 25,600 33,146
Income tax (2,520) (3,021) (3,481) (4,233) (4,896) Exchange difference 338 24 - - -
Less: Minority interests 407 499 545 663 766 Cash at the end of the year 15,323 17,592 25,600 33,146 41,492
Net profit 5,162 7,720 9,362 11,385 13,168
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E YE 31 Dec FY20A FY21A FY22E FY23E FY24E
Non-current assets 19,150 22,766 22,981 23,617 24,514 Sales mix (%)
Fixed asset 2,184 2,853 3,216 3,735 4,380  Footwear 358 388 379 377 375
Intangible assets & goodwill 1,579 1531 1,263 1,023 789 Apparel 61.0 58.0 59.2 59.6 59.8
Prepaid lease payments 46 43 43 43 43 Accessories 3.2 3.2 2.9 2.7 2.7
Interest in joint ventures 9,658 9,027 9,147 9,504 9,990
Other non-current assets 5,683 9,312 9,312 9,312 9,312 Total 100.0 100.0 100.0 100.0 100.0
Current assets 32,717 39,902 48,557 59,103 69,845 P&L ratios (%)
Cash and cash equivalents 15,323 17,592 25,600 33,146 41,492  Gross margin 582 616 615 619 620
Inventories 5486 7,644 6,780 8,201 9,257 Operating margin 24.9 23.1 21.3 21.4 215
Trade and other receivables 6,614 6,914 8,426 10,004 11,344 Pre-tax margin 22.8 22.8 22.3 22.8 23.3
Prepayments - - - - - Net margin 145 157 156 16.0 16.3
Other current assets 5294 7,752 7,752 7,752 7,752 Effective tax rate 29.0 26.7 26.0 26.0 26.0
Current liabilities 11,715 15,943 18,165 20,435 22,369 Balance sheet ratios
Bank loans 1,968 1,748 1,748 1,748 1,748 Current ratio (x) 2.8 2.5 2.7 2.9 3.1
Trade payables 2,376 3,146 3,845 4,524 5,106  Quick ratio (x) 2.3 2.0 2.3 25 2.7
Accruals & other payables 4,572 6,969 8,493 10,083 11,435  Cash ratio (x) 131 110 141 162 185
Tax payables 1,507 1,816 1,816 1,816 1,816 Inventory turnover days 135 147 107 110 110
Others 1,292 2,264 2,264 2,264 2,264  Trade receivables days 68 51 51 51 51
Trade payables days 58 61 61 61 61
Non-current liabilities 14,328 15,062 15,062 15,062 15,062  Total debt/ total equity ratio (%) 60 46 38 31 25
Bank loans 12,456 11,425 11,425 11,425 11,425  Net debt/ equity ratio (%) Netcash Netcash Netcash Netcash Netcash
Deferred income 99 74 74 74 74 Returns (%)
Deferred tax 527 655 655 655 655 ROE 215 267 267 263 252
Others 1,246 2,908 2,908 2,908 2,908 ROA 100 123 131 138 14.0
Per share
Minority Interest 1,811 2,740 3,285 3,947 4,714 EPS (RMB) 1.86 2.77 3.36 4.08 4.72
Total net assets 24,013 28,923 35,027 43,275 52,214 DPS (RMB) 0.58 1.32 1.01 1.40 1.83
Shareholders' equity 24,013 28,923 35,027 43,275 52,214 BVPS (RMB) 8.88 107 129 16.0 193
Source: Company data, CMBIS estimates
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 9



14 B R

“MB INTERNATIONAL

23 Mar 2022

L

Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst
in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve
as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIGM does
not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position or special
requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the report. The value
of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the performance of underlying assets
or other variable market factors. CMBIGM recommends that investors should independently evaluate particular investments and strategies, and encourages investors
to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM or its
affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in securities or
enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be liable for any loss,
damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone making use of the information
contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable. CMBIGM
has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides the information,
advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM may issue other publications having information
and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical methods when compiling. CMBIGM may make
investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or on behalf
of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships with the companies in
this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this report and CMBIGM will not assume
any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be reproduced, reprinted, sold, redistributed or
published in whole or in part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (I)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended
from time to time)(“The Order”) or (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc.,) of the Order, and
may not be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is not subject to U.S. rules regarding the preparation of research reports and the
independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified as a research
analyst with the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules intended to ensure that the
analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is intended for distribution in the United States
solely to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange Act of 1934, as amended, and may not be furnished to any other
person in the United States. Each major US institutional investor that receives a copy of this report by its acceptance hereof represents and agrees that it shall not
distribute or provide this report to any other person. Any U.S. recipient of this report wishing to effect any transaction to buy or sell securities based on the information
provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined in the
Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Where the report is distributed
in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities and Futures Act (Cap. 289) of
Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the extent required by law. Singapore recipients should contact
CMBISG at +65 6350 4400 for matters arising from, or in connection with the report.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 10



