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BUY (Maintain)

Target Price HK$7.55
(Previous TP HK$7.50)
Up/Downside 38.7%

Xtep (1368 HK)

A beat in 4Q24 with a constructive outlook

Xtep's 4Q24 results were slightly better than expected (retail sales growth was
inline but the inventory level was better than expected). And we are delighted to
hear that sales trend in Jan 2025 is decent and management outlook for FY25E

has turned more positive. However, we will continue to stay prudent at the Current Price HK$5.44
moment given the macro uncertainty. Maintain BUY but fine-tuned TP to HK$ China Consumer Discretionary
7.55, based on 13x FY25E P/E (unchanged).
B For FY25E, we think the trend is constructive but our view remains Walter WOO
conservative. For Xtep brand in FY25E, management has turned more (852) 3761 8776
optimistic, due to the recently better-than-expected sales trend and walterwoo@cmbi.com.hk
improved market conditions post government stimulus. They had mentioned Stock Data
many growth drivers such as: 1) opening more larger sized stores and Mkt Cap (HK$ mn) 14,3335
closing more smaller sized ones (the average store size in 1H24 was at 160 Avg 3 mths t/o (HK$ mn) 51.9
sg.m) with better locations, 2) ramp-up of more 9th gen stores, 3) launch of 52w High/Low (HK$) 6.98/3.42
a new store format (e.g. for running), 4) launch of more value for money Total Issued Shares (mn) 2634.8
products for the online channel and 5) further improvement in the kid Source: FactSet
business (by improving customer experience, living streaming capability Shareholding Structure
and launch of more value for money products). Given the extremely healthy Mr Ding Shui Po & Family 49.2%
inventory level and its first class product innovation and price to quality, we JPMorgan Chase & Co 4.6%
are also positive about Xtep’s outlook and will forecast HSD (unchanged) Source: HKEx
retail sales growth in FY25E. For Saucony brand in FY25E, we do concur Share Performance
with management’s optimistic view (even better vs Xtep), thanks to different Absolute Relative
growth drivers, namely: 1) store expansion (40 new stores in FY25E, 1-mth -3.5% 2.8%
including more flagship stores and those in the tier 2 or below cities), 3) 3‘"“2 12.4% 2.3%
opening of more larger sized stores (used to be at 100 sg.m, but the new gonJ:ce' ——— 26.9% 16.3%
stores now are at 150 to 200 sq.m), 4) superior product quality (comparable o
to other overseas brands but the tag price is still at a discount of 30% to 1H2K'$mth Price Performance
50%), 5) category expansion (rolling out more SKUs, such as products for 200 15 (Rebased)

business use, retro or OG series, various apparel products (account for only
20% of the SKUs at the moment), etc., 6) decent sales per store growth
(sales per store for the new store in Shenzhen had far exceeded RMB 500K
per month while average sales per store was just at RMB 300K, and SSSG
was as high as 45%+ in FY24), 7) greater wholesale sales (of the China
product series and apparel products) to Saucony international, 8) further
improvement in customer experience and operation of different running
clubs. Noted that there is a major change lately, where the company will
focus more on direct retail stores now (instead of franchising). In terms of
profitability, we believe the net profit margin will not be realized soon in
FY25E due to the need of more investments in marketing and R&D, even
though that may ultimately be at 20%+ (likely to come gradually during
FY26E-30E, according to management). All in all, we are now forecasting
32% sales growth and a net profit margin of 4% for Saucony in FY25E.

Earnings Summary

(YE 31 Dec) FY22A FY23A FY24E FY25E FY26E
Revenue (RMB mn) 12,930 14,346 14,823 15,558 16,907
YoY growth (%) 29.1 10.9 3.3 5.0
Operating profit (RMB mn) 1,464.3 1,579.9 1,864.4 2,055.5 2,363.8
Net profit (RMB mn) 912.3 1,033.0 1,247.1 1,415.1 1,672.0
EPS (Reported) (RMB) 0.36 0.39 0.45 0.51
YoY growth (%) 0.6 9.4 16.0 135
P/E (x) 14.3 13.1 11.3 10.0
P/B (x) 1.6 15 15 15
Yield (%) 34 3.8 12.6 5.0
ROE (%) 11.2 12.0 14.0 15.6
Net gearing (%) 14.8 7.1 15.8 13.9

Source: Company data, Bloomberg, CMBIGM estimates
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B 4Q24 retail sales growth was roughly inline. Xtep has reported HSD retail sales
growth in 4Q24, improved from the MSD in 3Q24 and very close to our estimates of
10%. Given the challenging industry environment (esp. for the offline channel) and
unfavourable weather, we are totally satisfied with such a growth rate. In terms of
segment, retail sales growth for offline/ online channels/ Xtep kids was at LSD/ 20%-+/
10%+, which have allimproved slightly vs those in 3Q24. We believe the growth drivers
continued to be the running products (esp. the star products like 160x, 260x and 360x)
and e-commerce (esp. the Douyin channel). Moreover, retail sales growth for Saucony
was still very rapid at 50% in 4Q24, very similar to the 50%+ in 3Q24. Retail sales
growth for Merrell was also very fast, at 40% in 4Q24. For FY24, Xtep/ Saucony’s retail
sales growth was at HSD/ about 60%, inline with/ ahead of management guidance of
HSD/ 50%, but both were inline with market expectation, in our view. All in all, the
management is highly confident on achieving net profit growth of higher than 20% in
FY24E.

B But the retail discounts and inventory were all the bright spots. Retail discount for
Xtep was at 25% to 30% off in 4Q24, widened from the 25% in 3Q24, but did improve
YoY from the 30% off in 4Q23. Such a trend had actually outperformed the industry
average. Moreover, the inventory to sales ratio was at just 4 months in 4Q24, which
did not change QoQ from 3Q24 and this was rather impressive, in our view, because
this was supposed to increase YoY due to the early CNY in 2025.

B A good start so far in 1Q25, but we are prudent. According to the management,
retail sales growth trend for Xtep/ Sauncony in Jan 2025 was at 10%-+/ very robust. We
do appreciate such a growth rate, but we tend to be prudent as it has a low base due
to the CNY seasonality in 2025.

B Maintain BUY and fine-tuned the TP to HK$ 7.55, based on 13x FY25E P/E
(unchanged). We have raised our FY24E/ 25E/ 26E net profit forecasts by 1%/ 1%/
2%, to factor in faster-than-expected sales growth and better-than-expected margins
for Saucony. The stock is now trading at 10x FY25E P/E, still attractive vs its 8-year
average of 15x, plus its 5% FY25E P/E yield.

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

Figure 1: Earnings revision

New old Diff (%)
RMB mn FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Revenue 14,823 15,558 16,907 14,793 15,543 16,917 0.2% 0.1% -0.1%
Gross profit 6,498 6,801 7,451 6,481 6,787 7,424 0.3% 0.2% 0.4%
EBIT 1,864 2,055 2,364 1,854 2,045 2,334 0.6% 0.5% 1.3%
Net profit att. 1,238 1,405 1,660 1,230 1,396 1,635 0.7% 0.7% 1.5%
Diluted EPS (RMB) 0.453 0.514 0.608 0.450 0.511 0.598 0.7% 0.7% 1.5%
Gross margin 43.8% 43.7% 44.1% 43.8% 43.7% 43.9% Oppt Oppt 0.2ppt
EBIT margin 12.6% 13.2% 14.0% 12.5% 13.2% 13.8% Oppt 0.1ppt 0.2ppt
Net profit att. margin 8.4% 9.0% 9.8% 8.3% 9.0% 9.7% Oppt 0.1ppt 0.2ppt

Source: Company data, CMBIGM estimates

Figure 2: CMBIGM estimates vs consensus

CMBIGM Consensus Diff (%)
RMB mn FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Revenue 14,823 15,558 16,907 14,709 15,428 16,833 0.8% 0.8% 0.4%
Gross profit 6,498 6,801 7,451 6,388 6,727 7,377 1.7% 1.1% 1.0%
EBIT 1,864 2,055 2,364 1,787 1,998 2,235 4.3% 2.9% 5.8%
Net profit att. 1,238 1,405 1,660 1,218 1,344 1,492 1.7% 4.5% 11.3%
Diluted EPS (RMB) 0.453 0.514 0.608 0.470 0.529 0.597 -3.6% -2.8% 1.8%
Gross margin 43.8% 43.7% 44.1% 43.4% 43.6% 43.8% 0.4ppt 0.1ppt 0.2ppt
EBIT margin 12.6% 13.2% 14.0% 12.1% 12.9% 13.3% 0.4ppt 0.3ppt 0.7ppt
Net profit att. margin 8.4% 9.0% 9.8% 8.3% 8.7% 8.9% 0.1ppt 0.3ppt 1ppt

Source: Company data, Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3



13 Jan 2025

Operating numbers

Figure 3: Sportswear brands sales growth trend

Operating numbers 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 loyi) 4Q23 1Q24 2Q24 3Q24 4Q24E
Nike China sales 42% 9% 1% -24% -8% -20% -13% 6% 1% 25% 12% 8% 6% 7% -3% -1%
Adidas China sales 156% -16% -15% -24% -35% -35% -27% -50% -9% 16% 6% 37% 8% 9% 9% 11%

Anta brand's SSSG

; +ve Low- +ve Mid- +ve High- +ve High-
Anta brand's retail sales 40%-45% 35%-40% ¢ . TveM! ve g Ve MSD +ve MSD -ve HSD +ve MSD +ve HSD +ve HSD ¢ 9" Lye MSD +ve HSD +ve MSD +ve HSD
teens teens teens teens
Core brand 35%-40% 35%-40% +ve HSD +ve MSD +er“2'[?$' "’el'ég‘;"s' +ve LSD "’fe“é'fs' +ve HSD +veHSD +ve HSD 25%-30% +velSD +velSD -velSD +ve MSD
Kids 45%-50% Over 20% +ve MSD +v?e’\£:5- 20%-25% +ve LSD +ve HSD -ve[l:g:; +ve MSD +ve HSD +ve HSD 30%-35% Flat -veLSD -veHSD +ve HSD
Online Over 60% Over 45% 25%-30% 30%-35% Over30% +veHSD +veHSD +veMSD -velSD +veMSD +velSD +veMSD 20%-25% 20%-25% 20%-25% ve gg:g
FILAbrand's retail sales 75%-80% 309-35% +ve MSD +ve HSD +ve MSD -ve HsD V& LOW- VeLow- qp *veHigh- +velow- ooy 2000 tve HSD +veMSD -veLSD +ve HSD
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Classic/ Core brand 80% Over 20% Flat Flat -ve MSD -veDD  -velLSD Ev?ehsfs» +velLSD +ve MSD +ve HSD 40%-45% +veMSD +veHSD -veMSD +velLSD
Kids 100% Over 40vs  *VEMO- HveMid- 4veMid- o pon eisp VELOW e HSD  +veLSD +veHSD 30%-35% velSD -velsd V€OV Flat
teens teens teens teens teens
Fusion 150% Over 80% *ve Mid- - +ve Low- Over20% -veMSD +velSD +veHSD -veHSD +velSD +veHSD 20%-25% -ve MSD +veMSD -ve HSD Fve Low-
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Online Over 40% Over 40%  20%-25% 25%-30% Over 20% +ve MSD Over 65% Over 40% Over 40% 60%-65% -V?e’\;“:s- +V€ie’\;“:s- 20% 20% +ve HSD +er’\é":5_
115%- +ve Low-
Other brands 120‘;} 70%-75% 35%-40% 30%-35% 40%-45% 20%-25% 40%-45% Vete:nws 75%-80% 70%-75% 45%-50% 55%-60% 25%-30% 40%-45% 45%-50% 50%-55%
Descente 150% 100% 50% 40%-45% 40%-45% Over 20% Over 35% +vetlég\rl]vs- 70%-75% 60%-65% 40%-45% 50%-55%  20-25% 35%-40% 35%-40% 45%-50%
Kolon Over 75% 40% 3% V¢ t:f:s" 40%-45% Over 20% Over55% '° tgf:; 100%  100% 60%-65% 65%-70% 50% 60% 65%-70% 60%-65%
- X +ve Low +ve High +velLow +velow -veLow- -ve High- +ve Low-
+ E + - - - -
Li Ning group's SSSG n/a 80% 20% 20% 20% teens ve HSD teens ve HSD +ve LSD -ve MSD teens ve MSD -ve HSD -ve HSD
. . +velow +velow +veMid +veMid -ve High- -ve High +ve High
+ - + + - - -
Direct retail nfa 900% 30% 20% 20% teens ve MSD 20% ve LSD +ve HSD +ve MSD 30% veLSD -ve MSD -ve MSD
+ve Low  +ve Mid +ve High- +ve Low- -ve High- -velow -ve Low- -ve Mid-  -ve High-
Wholesales na 70% 20% teens teens teens *ve HSD 20% velsb  +velsD teens +ve MSD teens teens ve HSD
+ve High  +veMid +veHigh +ve Mid +ve Low- -ve Low +ve Low +ve Low-
E- Commerce n/a 80% 30% 20% 30% +ve LSD teens ve LSD 20% +ve LSD ve LSD +ve MSD 20% teens +ve MSD
- . +ve High +velow +velow +velow +ve High +ve Mid- -ve Low- +ve Mid- +ve Low
o ; " . . o
Li Ning group's retail sa 80% 20% 40% 20% 20% ve HSD — - +ve MSD - ve MSD 20% +veLSD -velSD -ve MSD 6%
. . +velow +veHigh +veMd +veHigh +veMd +veLlow -ve Mid- +ve Mid- +veHigh +velow +ve Low .
Direct retal 90% 80% 30% 20% 3006 eHSD 20%  teens  teens 20% 20% 500 Ve MSD Flat -ve MSD
+ve Low +velow +veHigh +veHigh +ve Low +ve Low-  -ve Low +ve Mid- +ve High-
R + + - - -
Wholesales 80% 20% 30% 20% 20% ve HSD teens 20% ve MSD teens ve LSD teens ve MSD -ve HSD  -ve HSD
5 o, ‘tveHigh +veMd +velow  +ve Md +ve Mid -ve Low- +velow- +ve Low
E- Commerce 100% 90% 50% 20% 30% +ve MSD 20% +ve MSD teens teens ve LSD +ve MSD 20% +ve HSD +ve MSD
Xtep brand's SSSG
i 10/0- id- id- i - i -
Xtep brand's retail sales 19 9% 3006350, VM o000 oees 306350 TV M9 s006050 ve HSD 2005 TVE High- +ve High- o0 o0 v HsD 10% +ve MSD +ve HSD
60% teens teens teens teens
Saucony's retail sales Over 50% 50.0%
361 Degree brand's SSSG
. +ve High- +ve Low- +ve High- +ve High- +ve Low- +ve Mid- +ve Low- +ve Low- +ve High-
361 Degree brand's offli **C "9 1596200 ¢ oW TV€ High- #ve High- wve Low- ve Mi Flat TY&LOW- *VeLOW 5600 2009 Y€MY 100%  10.0% 13%
teens teens teens teens teens teens teens teens teens
Kids 20%-25% 30%-35% 15%-20% 25%-30% 20%-25% 20%-25% 20%-25% +ve LSD 20%-25% 20%-25% 25%-30% 40% 20%-25% +V?e':|fs> 10%
E- Commerce 35%-40% 50% 40% 45% 25% 35% 30% 30% Over30% 20%-25% 30%-35% Over 20%
Pou Sheng's SSSG 32% -11% -25% -29% -21% -25% -10% -27% 0% 13% -3% 12% -17% -16% -18%
Pou Sheng's sales 48% -15% -25% -27% -25% -24% -8% -20% 7% 17% -1% 9% -7% -11% -11% -3%
. -ve 20%- -ve High- -ve High -ve High- -ve Low- +ve Low- +ve Low- -ve Low-
i ts' retail sal -ve LSD -ve LSD LSD -ve MSD -ve MSD
opsports' retall sales 25% teens 20% e teens teens 20% o teens WeLks e teens e
+ve Mid -ve Mid to -ve Low +ve Low +ve Low
- . -ve High- N X -ve Low -ve Mid- X X +ve Low 25% to
Dong Xiang's SSSG +ve HSD  to High teens High- -ve MSD  to Mid to Mid SD teens to Mid to Mid to Mid SD 30% ve HSD -ve MSD -ve HSD
SD teens teens teens teens
+ve Low -ve Mid to . -ve Mid to -ve Mid +ve Low . . -ve Low -ve Low
" . N . -ve Mid- . X +ve Mid- Mid 40% -ve LSD
Dong Xiang's retail sale 60%-70%  to Mid- High- veMi -ve MSD High- +ve LSD 20%to  to Mid- veMi +ve MSD ! ° 10% to ve 10% to
teens teens to 50% to MSD
teens teens teens 30% teens 20% 20%
Direct retail 70%-75%
E- Commerce 35%-40%

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

Figure 4: Major assumptions

Major assumptions

Sales by segment (RMB mn)
Shoes

Apparels

Accessories

Total

Sales by segment growth (%)
Shoes

Apparels

Accessories

Total

Sales by segment (RMB mn)
Mass market

Athleisure

Professional sports

Total

Sales by segment growth (YoY)
Mass market

Athleisure

Professional sports

Total

Sales network
Xtep

Xtep kids
Oversea stores
Total

GP margin

Opex breakdown

A&P / sales

Staff costs/ sales

R&D / sales

D&A / sales

Provisions (write-backs) / sales
Rental / sales

Selling & distribution costs / sales
Admin expenses / sales

Total

OP margin

Effective tax rate

Net profit att. margins
Net profit att. growth (%)

FY22A

7,760
4,897
273
12,930

30.9%
26.0%
38.3%
29.1%

11,128
1,403
400
12,930

25.9%
44.5%
99.0%
29.1%

4,493
1,520

300
6,313

40.9%

11.9%
11.3%
2.3%
1.9%
0.4%
0.1%

20.8%
11.2%
32.0%
11.3%

33.0%

7.1%
1.5%

FY23A

8,172
5,904
270
14,346

5.3%
20.6%
-1.2%
10.9%

11,947
1,603
796
14,346

7.4%
14.3%
98.9%
10.9%

4,568
1,703

300
6,571

42.2%

13.7%
10.1%
2.8%
2.1%
0.1%
0.2%

23.5%
10.7%
34.2%
11.0%

28.7%

7.2%
11.8%

FY24E

8,634
5,904
286
14,823

5.6%
0.0%
6.0%
3.3%

12,724
822
1,278
14,823

6.5%
-48.7%
60.6%
3.3%

4,568
1,703

300
6,571

43.8%

13.2%
10.1%
2.6%
2.1%
0.1%
0.2%

23.0%
10.6%
33.7%
12.6%

30.0%

8.4%
20.2%

FY25E

9,171
6,081
306
15,558

6.2%
3.0%
7.0%
5.0%

13,868

1,690
15,558

9.0%
-100.0%
32.3%
5.0%

4,568
1,788

300
6,656

43.7%

12.8%
9.8%
2.8%
2.0%
0.1%
0.2%

22.6%
10.3%
32.9%
13.2%

29.5%

9.0%
13.5%

FY26E

9,830
6,749
328
16,907

7.2%
11.0%
7.0%
8.7%

14,771

2,136
16,907

6.5%
#DIV/O!
26.4%
8.7%

4,568
1,878

300
6,746

44.1%

12.8%
9.5%
2.8%
2.0%
0.0%
0.2%

22.3%
10.2%
32.5%
14.0%

29.0%

9.8%
18.2%

Source: Company data, CMBIGM estimates
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Valuation

Figure 5: Peers valuation table

i Mkt. Cap P/E (x) PIB

TP x)
Company Ticker Rating (LC) i (HK$mn) FY1E FY2E FY2E
H share Sportswear
Xtep 1368 HK BUY 7.55 5.44 39% 14,599 Dec-23 10.6 9.4 14 12.3 0.7 13.4 (3.5)
Anta 2020 HK BUY 126.68 78.10 62% 220,494 Dec-23 16.0 15.1 3.4 24.9 1.3 3.2 0.3
Li Ning 2331 HK BUY 19.58 14.82 32% 38,307 Dec-23 11.7 10.4 1.4 11.8 2.4 4.0 (10.0)
361 Degrees 1361 HK BUY 5.15 3.93 31% 8,126 Dec-23 6.8 5.9 0.7 115 0.5 5.9 (7.3)
Topsports 6110HK HOLD 282 277 2% 17,177 Feb-24 113 95 16 180 (23) 80 (7.0)
Pou Sheng 3813 HK NR n/a 0.49 n/a 2,610 Dec-23 5.3 4.1 0.3 6.0 0.5 7.6 (2.0)
China DX 3818 HK NR n/a 0.34 n/a 2,002 Mar-24  n/a n/a nfa  (1.0) 0.0 n/a (2.9)

Avg. 103 91 15 119 04 7.0 (46)
Med. 110 94 14 118 05 68 (3.5

International Sportswear

Nike NKE US NR n/a 71.20 n/a 820,026 May-24 31.7 274 8.3 347 (5.1) 2.1 (5.9)
Adidas ADS GY NR n/a  243.80 n/a 350,074 Dec-23 61.8 32.2 8.4 8.2 (0.2) 0.6 3.0
Puma PUM GY NR n/a 42.71 n/a 51,004 Dec-23 20.3 15.4 2.4 9.6 1.3 1.9 3.7)
Under Armour UAA US NR n/a 8.21 n/a 26,093 Mar-24 28.1  20.7 1.8 (0.9) 387 0.0 (0.8)
Lululemon LULU US NR n/a  395.47 n/a 375,011 Jan-24 27.8 25.7 10.2 46.2 25 0.0 34
Amer Sports AS US NR n/a 30.89 n/a 131,413 Dec-23 725 4438 3.3 a.7) (0.3) 0.0 10.5
Skechers SKX US NR n/a 70.09 n/a 82,799 Dec-23 165 144 2.2 15.1 1.0 0.0 4.2
On Holding VFC US NR n/a 22.79 n/a 69,086 Mar-24 50.1 244 46 (36.9) (0.3) 16 6.2
Deckers DECK US NR n/a  207.50 n/a 245460 Mar-24 37.1 323 123 436 2.6 0.0 2.2
Vf Corp ONONUS NR n/a 56.63 n/a 142,560 Dec-23 69.2 544 11.8 10.7 11 0.0 34
Columbia COLM US NR n/a 82.57 n/a 36,772 Dec-23 21.2 193 25 11.6 4.1 15 (1.6)
Wolverine WWW US NR n/a 22.95 n/a 14,308 Dec-23 25.7 16.8 51 (21.5) (0.1) 1.8 3.4
Mizuno Corp 8022 JP NR n/a 8830.00 nl/a 11,590 Mar-24 15.0 13.9 15 10.2 2.8 14 (1.5)
Asics Corp 7936 JP NR nfa 3251.00 nl/a 121,935 Dec-23 369 305 11.3 272 1.2 0.8 45

Avg. 36.7 26.6 6.1 111 3.5 0.8 1.9
Med. 29.9 25.0 4.8 10.4 1.1 0.7 3.2

Source: Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 6
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Figure 6: Forward 12M P/E valuation band
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Financial Summary

INCOME STATEMENT 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Revenue 10,013 12,930 14,346 14,823 15,558 16,907
Cost of goods sold (5,835) (7,639) (8,296) (8,325) (8,757) (9,456)
Gross profit 4,178 5,292 6,050 6,498 6,801 7,451
Operating expenses (3,081) (4,144) (4,909) (4,990) (5,119) (5,493)
Selling expense (1,891) (2,690) (3,369) (3,413) (3,517) (3,774)
Admin expense (937) (1,155) (1,142) (1,191) (1,167) (1,246)
R&D expense (252) (299) (398) (385) (436) (473)
Others 0 0 0 0 0 0
Operating profit 1,396 1,464 1,580 1,864 2,055 2,364
Other income 299 317 439 356 373 406
Share of (losses)/profits of associates/JV (46) (12) 15 38 68 107
EBITDA 1,480 1,595 1,740 2,050 2,253 2,508
Depreciation (71) (117) (145) (124) (127) (123)
Other amortisation (13) (14) (16) (61) (71) (21)
Interest income 21 25 41 73 78 78
Interest expense (85) (117) (187) (194) (194) (194)
Other income/expense 0 0 0 0 0 0
Pre-tax profit 1,287 1,361 1,449 1,782 2,007 2,355
Income tax (397) (449) (416) (534) (592) (683)
Minority interest 19 9 ?3) 9) (10) (12)
Net profit 889 912 1,033 1,247 1,415 1,672
BALANCE SHEET 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Current assets 10,432 12,338 12,044 13,031 13,312 14,185
Cash & equivalents 3,930 3,414 3,295 4,072 3,948 4,097
Account receivables 3,528 4,213 4,975 5,141 5,396 5,864
Inventories 1,497 2,287 1,794 1,800 1,893 2,045
Prepayment 1,443 1,371 1,112 1,149 1,206 1,310
ST bank deposits 33 1,047 862 862 862 862
Other current assets 1 6 7 7 7 7
Non-current assets 4,183 4,155 5,281 4,355 4,646 5,067
PP&E 1,119 1,368 1,592 1,869 2,163 2,498
Investment in JVs & assos 365 439 751 790 857 964
Intangibles 671 723 723 (520) (593) (614)
Other non-current assets 2,028 1,626 2,214 2,216 2,218 2,219
Total assets 14,615 16,494 17,325 17,386 17,958 19,252
Current liabilities 4,053 6,645 5,851 5,915 6,132 6,502
Short-term borrowings 405 2,231 954 954 954 954
Account payables 2,352 2,772 2,531 2,539 2,671 2,884
Tax payable 123 108 144 144 144 144
Other current liabilities 1,173 1,534 2,222 2,278 2,363 2,520
Non-current liabilities 2,580 1,542 2,552 2,552 2,552 2,552
Long-term borrowings 1,375 193 1,691 1,691 1,691 1,691
Other non-current liabilities 1,205 1,349 860 860 860 860
Total liabilities 6,633 8,187 8,402 8,467 8,683 9,053
Share capital 23 23 23 23 23 23
Retained earnings 5,020 5,126 5,281 4,627 5,360 6,225
Other reserves 2,940 3,157 3,620 4,260 3,873 3,919
Total shareholders equity 7,982 8,307 8,923 8,910 9,256 10,167
Minority interest 0 0 0 9 19 31
Total equity and liabilities 14,615 16,494 17,325 17,386 17,958 19,252
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CASH FLOW 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Operating

Profit before taxation 1,287 1,361 1,449 1,782 2,007 2,355
Depreciation & amortization 84 131 161 186 198 144
Tax paid (329) (431) (531) (534) (592) (683)
Change in working capital (447) (688) (21) (145) (188) (354)
Others 107 199 197 (38) (68) (107)
Net cash from operations 701 572 1,255 1,250 1,357 1,355
Investing

Capital expenditure (414) (365) (389) (401) (421) (458)
Acquisition of subsidiaries/ investments 3) (5) (6) 1,180 0 0
Others 89 (503) (520) 0 0 0
Net cash from investing (329) (873) (915) 779 (421) (458)
Financing

Dividend paid (356) (550) (469) (1,251) (1,059) (748)
Net borrowings (312) 466 189 0 0 0
Proceeds from share issues 0 0 0 0 0 0
Share repurchases 0 0 0 0 0 0
Others 764 (152) (182) 0 0 0
Net cash from financing 96 (236) (461) (1,251) (1,059) (748)
Net change in cash

Cash at the beginning of the year 3,472 3,930 3,414 3,295 4,072 3,948
Exchange difference (11) 21 2 0 0 0
Others 469 (537) (122) 777 (123) 149
Cash at the end of the year 3,930 3,414 3,295 4,072 3,948 4,097
GROWTH 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Revenue 22.5% 29.1% 10.9% 3.3% 5.0% 8.7%
Gross profit 30.6% 26.7% 14.3% 7.4% 4.7% 9.6%
Operating profit 52.1% 4.9% 7.9% 18.0% 10.3% 15.0%
EBITDA 48.6% 7.8% 9.1% 17.8% 9.9% 11.3%
Net profit 76.1% 2.6% 13.2% 20.7% 13.5% 18.2%
PROFITABILITY 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Gross profit margin 41.7% 40.9% 42.2% 43.8% 43.7% 44.1%
Operating margin 13.9% 11.3% 11.0% 12.6% 13.2% 14.0%
EBITDA margin 14.8% 12.3% 12.1% 13.8% 14.5% 14.8%
Return on equity (ROE) 11.6% 11.2% 12.0% 14.0% 15.6% 17.2%
GEARING/LIQUIDITY/ACTIVITIES 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Net debt to equity (X) 0.2 0.1 0.1 0.2 0.1 0.1
Current ratio (x) 2.6 1.9 2.1 2.2 2.2 2.2
Receivable turnover days 128.6 118.9 126.6 126.6 126.6 126.6
Inventory turnover days 93.7 109.3 78.9 78.9 78.9 78.9
Payable turnover days 147.1 132.4 111.3 111.3 111.3 111.3
VALUATION 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

P/E 14.4 14.3 13.1 11.3 10.0 8.4
P/E (diluted) 14.4 14.3 13.1 11.3 10.0 8.4
P/B 1.6 1.6 1.5 1.5 1.5 1.3
PICFPS 18.7 231 10.8 11.2 10.3 10.3
Div yield (%) 4.2 34 3.8 12.6 5.0 5.9
EV 12,430.1 13,107.9 13,737.3 12,960.2 13,083.6 12,934.7
EV/Sales 1.2 1.0 1.0 0.9 0.8 0.8
EV/EBITDA 8.4 8.2 7.9 6.3 5.8 5.2

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.
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