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m COVID restrictions affecting offline traffic

m Discount rates unlikely to improve in short term

= Maintain BUY and TP of HKD 104.5 Recent COVID restrictions likely to negatively
COVID restrictions affecting offline traffic affect offline sales. We cut our FY22/23/24

. . EPS forecasts by 4%/15%/9%
The recent COVID are likely to negatively affect Anta’'s GMV for the
remainder of 4Q22 and 1Q23. While Anta’s overall retail sales during
Singles Day grew c. 30% yoy (where ANTA brand likely grew less than BUY
30% yoy while FILA brand grew more than 30% yoy), we believe offline -
sales likely grew at a lower rate as some 15% of ANTA brand stores and Previous BUY
10% of FILA and DESCENTE stores have been affected by COVID Price HKD 83.35

restriction policies. " th Taraet Pri
. . . -mon arget Frice
PFIOFI’[IZII’]g mventory manag ement (Potential up/gownside) HKD 104.5 (+25.4%)

Post the Singles Day sales festival, Anta’s overall inventory levels have
improved from that of 3Q22. However, while inventory levels are
manageable and should mostly consist of newer items, they are still
above optimal levels. With the recent increase in COVID cases and
restrictions, Anta will likely remain cautious and will prioritize inventory
management. i) — 2020 HK —HsI

Discount rates unlikely to improve in short term

Previous HKD 104.5

The discount rate for Anta during the Singles Day Sales festival were 0
flattish yoy. With inventory management a priority, we would not expect
discount rates to narrow for the rest of 4Q22 and 1Q23. With some offline (25)
stores closed due to COVID restrictions, the proportion of online sales
should increase, while could also lead to higher discount rates as the (50)
discount rates for online products are higher than offline. D @&m @*@m&m&w&m&m ¥
Maintain BUY and TP of HKD104.5 SO SN T e o
Source: Bloomberg; share price as of Nov 24, 2022
We cut our FY22/23/24 EPS forecasts by 4%/15%/9% due to COVID % 1m 6m 12m
related lower sales growth and lower GPM assumptions. We maintain our 2020 HK 156 5.8 (35.5)
TP at HKD104.5 (previous HKD104.5), which implies a target multiple of HS 163 (12.2) (28.5)
29.6x the forward 12 months’ EPS. As we believe the underlying demand
for sportswear in China is still strong, we would expect growth to rebound Hana Sona Index (Nov 24. 2022 17661
strongly when COVID restrictions are lifted. Maintain BUY. H;?EI '(3’33\,246"2 (()ZZ;' : 2022) 5953
Key catalysts: Better-than-expected retail sales growth for 4Q22 and :
1Q23. Higher-than-expected contribution from Amer Sports; Key risks:
More COVID-19 related restrictions. 52-week range (HKD) 67.85 - 134.2
Market cap (HKD mn) 226,181
Avg. daily volume (mn) 9.0
BVPS (RMB) 11.76
FinanCiaIS Anta Intern.ational Group 50.8%
Anda Holdings 6.0%
Revenue 35,512 49,328 55,395 65,638 82,123 g’t‘ﬁ:ré”"esmem g'izz
yoy‘growth - a.7% 38 9% 12.3% 18.5% 1% No. of shares outstanding (mn) 2,.776
Att_nbl_JtabIe net profit 5,162 7,720 7,962 9,653 12,572 %
Adj. diluted EPS (RMB) 102 2.87 2.87 3.48 453 S:):L?(:Gef:lcéelléomberg 38.5
yoy growth -3.4% 49.5% -0.1% 21.2% 30.2% Related Research
Yy —vr— e e
Net debt (cash)/ equity -71.2% -72.1% -45.4% -53.1% -59.4% (OVERWEIGHT) (Nov 15, 2022)

- - 2. Anta Sports (2020 HK) - 3Q22 retail sales grew;
Sources: Company data, CMS (HK) estimates; share price as of Nov 24, 2022 4Q22 discounts to widen (BUY) (Oct 17, 2022)



Figure 1: Earnings adjustment table
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Unit: RMB mn 22E 23E 24E
Original New % change | Original New % change | Original New % change
Revenue 56,006 55,395 -1.1% 70,139 65,638 -6.4% 85,738 82,123 -4.2%
Anta 28,099 28,026 -0.3% 34,812 32,295 -7.2% 42,596 40,917 -3.9%
Fila 23,157 22,618 -2.3% 27,946 26,405 -5.5% 32,297 31,013 -4.0%
Others 4,750 4,750 0.0% 7,381 6,937 -6.0% 10,845 10,193 -6.0%
GPM 61.6% 61.0% -0.5ppt 62.8% 61.2% -1.6ppt 63.2% 61.9% -1.3ppt
Anta 54.1% 53.4% -0.7ppt 55.0% 53.5% -1.4ppt 55.5% 54.4% -1.0ppt
FILA 68.4% 68.2% -0.3ppt 69.9% 67.5% -2.4ppt 70.1% 68.2% -1.9ppt
Others 72.2% 72.2% 0.0ppt 72.9% 72.7% -0.2ppt 73.1% 72.9% -0.2ppt
OPM 22.2% 21.6% -0.6ppt 23.8% 21.7% -2.2ppt 23.6% 22.4% -1.2ppt
Attributable net profit 8,275 7,962 -3.8% 11,309 9,653 -14.6% 13,815 12,572 -9.0%
EPS (RMB) 2.98 2.87 -3.8% 4.07 3.48 -14.6% 4.98 4.53 -9.0%

Sources: Company data, CMS (HK) estimates

Figure 2: Target price and valuation table

Stock price (HKD) 83.35
HKD to RMB 0.92
Price date 11/24/2022

FY21 FY22E FY23E FY24E
Basic EPS (RMB) 2.87 2.87 3.48 453
P/E 26.6x 26.6x 21.9x 16.8x
EPS CAGR since 2021 -0.1% 10.1% 16.4%
ANTA FY21-24E EPS CAGR 16.4%
Target PE 31.5x
Fwd 12-month EPS 3.04
Target price (HKD)
Price upside 25.4%

Sources: Company data, Bloomberg, CMS (HK) estimates

To access our research reports on the Bloomberg terminal, type NH CMS <GO>
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Financial statement
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PP&E 2,184 2,853 2,960 3,085 3,215 Revenues 35,5612 49,328 55,395 65,638 82,123
Right of use assets 4,108 6,611 7,178 6,282 5,498 C(Cost of Sales -14,861 -18,924 -21,578 -25,475 -31,277
Investment in associate/JV 9,658 9,027 8,836 8,836 8,836 Gross profits 20,651 30,404 33,817 40,163 50,846
Other non-current assets 3,200 4,275 5,625 6,160 6,763 Selling expenses -10,766 -17,753 -20,083 -23,397 -28,888
Non-current assets 19,150 22,766 24,599 24,363 24,311 General & Admin expenses -2,122  -2,928 -3,526 -4,176 -5,228
Inventories 5,486 7,644 7,255 8,514 10,286 Others 1,389 1,266 1,748 1,629 1,669
Receivables and prepayments 6,614 6,914 7,157 8,606 10,524 Operating profits 9,152 10,989 11,956 14,219 18,398
Other financial assets 270 763 613 613 613 Finance costs -462 332 -64 97 252
Deposits 5,024 6,989 7,757 9,327 11,406 Other income/expenses -601 -81 122 222 322
Bank Balances and Cash 15,323 17,592 21,279 26,208 32,175 Profit before tax 8,089 11,240 12,014 14,538 18,972
Current assets 32,717 39,902 44,062 53,269 65,004 Income tax expense -2,520 -3,021 -3,248 -3,912 -5,132
Total assets 51,867 62,668 68,660 77,632 89,315 Net profit 5,569 8,219 8,766 10,626 13,840
Account Payable 6,915 10,076 9,430 11,066 13,368 Non-controlling interest -407 -499 -803 -974  -1,268
Due to Related Parties 33 39 47 47 47 Attributable net profit 5,162 7,720 7,962 9,653 12,572
Bank Borrowings 1,968 1,748 11,782 11,782 11,782 Basic EPS (RMB) 1.92 2.87 2.87 3.48 453
Other current liabilities 2,799 4,080 3,757 4,135 4,532 Dividend per share (RMB) 0.68 1.58 1.22 140 183
Current liabilities 11,715 15,943 25,016 27,031 29,730
Deferred Tax Liabilities 527 655 772 986 1,211
Lease Liabilities 1,246 2,908 4,030 4,030 4,030
Bank Borrowing 12,456 11,425 793 793 793 Yoy growth rate
Other Borrowing 2 3 4 4 4 Revenue 4.7% 38.9% 123% 18.5% 25.1%
Provision and other liabilities 97 71 50 50 50 Gross Profit 10.7% 47.2% 11.2% 18.8% 26.6%
Non-current liabilities 14,328 15,062 5,649 5,863 6,088 Operating profit 53% 20.1% 8.8% 18.9% 29.4%
Total liabilities 26,043 31,005 30,665 32,894 35,818 Net profit -3.4%  49.6% 3.1% 21.2% 30.2%
Share Capital 261 261 262 262 262 EPS -3.4% 495% -0.1% 21.2% 30.2%
Reserves 23,752 28,662 34,102 39,871 47,362 Profitability
Non-controlling interests 1,811 2,740 3,631 4,605 5,874 Gross margin 58.2% 61.6% 61.0% 61.2% 61.9%
Total equity 25,824 31,663 37,995 44,738 53,497 Operating margin 25.8% 22.3% 21.6% 21.7% 22.4%
Total equity and liabilities 51,867 62,668 68,660 77,632 89,315 Netmargin 145% 15.7% 14.4% 14.7% 15.3%
Liquidity
AR days 39.2 26.0 22.8 22.2 21.5
Inventory days 1215 126.6 126.0 113.0 109.7
Profit before tax 8,089 11,240 12,014 14,538 18,972 Ap days 65.6 458 425 412  40.0
Finance Costs 136 51 64 -97 -252  cash conversion cycle 95.1 106.8 106.3 94.0 91.2
Shares of profit of associate/JV 601 81 -122  -222  -322 (Cash flow & leverage
D&A 2,079 3,266 4,799 5,000 4,519 Free cash low 4,881 9,880 11,667 13,279 15,513
Changes in OWC 2,212 282 501 -1,071 -1,388 et debt to equity -71.2% -72.1% -45.4% -53.1% -59.4%
Others 688  -172 137 1,070 -1,281 pyjigend payout ratio 329% 51.4% 38.9% 36.8% 37.0%
Income tax paid and others 1923 -2323 -3608 -3437 -4483 pidend yield 08% 1.9% 15% 1.7% 2.2%
CF from operating activities 7,458 11,861 12,784 13,641 15,765 Return analysis
Capital expenditure 649 1360 -1444 -1187 -1277 oo 234% 29.2% 252% 25.9% 28.7%
Investments 151 100 50 82 -80 T ciimover 0.8 0.9 0.8 0.9 1.0
Others _ 1425 3,209 -2,392 4583 -4,630 oot 145% 15.7% 14.4% 14.7% 153%
C_F_from mv_estmg activities -1923 -4669 -3886 -5802 5987 — leverage 21 22 21 2.0 1.9
Dividend paid -1,481 -2,456 -3,906 -3,884 -5,081
— - ROA 11.1% 13.5% 12.1% 13.2% 15.1%
Equity financing 443 0 0 0 0 Roce 15.0% 17.8% 17.6% 205% 22.8%
Debt financing (repaid) 4,135 -196 -435 0 0 . -
Others 982 2295 1,000 974 1268 Jauation ratios
CF from financing activities 1229 4947 5361 2910 -3812 P/E 39.7x 26.6x  26.6x 21.9x 16.8x
Net cash flow 6,764 2,245 3537 4929 5966 F/B 82x  67x 56  47x 33X

Sources: Company data, Bloomberg, CMS (HK) estimates
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Investment Ratings

OVERWEIGHT Expect sector to outperform the market over the next 12 months

NEUTRAL Expect sector to perform in-line with the market over the next 12 months

UNDERWEIGHT Expect sector to underperform the market over the next 12 months

BUY Expect stock to generate 10%-+ return over the next 12 months
HOLD Expect stock to generate +10% to -10% over the next 12 months
SELL Expect stock to generate loss of 10%+ over the next 12 months
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Disclaimer

This document is prepared by China Merchants Securities (HK) Co Limited. The information contained herein
has been obtained from or is based on sources believed to be reliable. China Merchant Securities (HK) Co
Limited, its holding company or affiliated companies, or any of its or their directors, officers or employees
(collectively “CMS”) do not represent or warrant, expressly or impliedly, that it is accurate, correct or complete
and it should not be relied upon. CMS will not accept any responsibility or liability whatsoever for any use of or
reliance upon this document or any of the content thereof.

This document is for information purpose only. Neither the information nor opinion expressed shall be construed,
expressly or impliedly, as an advice, offer or solicitation of an offer, invitation, advertisement, inducement,
recommendation or representation of any kind or form whatsoever to buy or sell any security, financial
instrument or any investment or other specific product. The securities, instruments or strategies discussed in
this document may not be suitable for all investors, and certain investors may not be eligible to participate in
some or all of them. Certain services and products are subject to legal restrictions and cannot be offered
worldwide on an unrestricted basis and/or may not be eligible for sale to all investors. CMS is not registered as
a broker-dealer in the United States and its products and services are not available to U.S. persons except as
permitted under SEC Rule 15a-6.

Opinions, and associated estimates and forecasts, or any content and information in this document are only
current as of the date of their publication and will be subject to change without prior notice. Past performance
is not indicative of future performance. Estimates of future performance are based on assumptions that may
not be realized. The analysis contained herein is based on humerous assumptions. Different assumptions could
result in materially different results. Opinions expressed herein may differ or be contrary to those expressed by
other business divisions or other members of CMS as a result of using different assumptions and/or criteria.

This document has been prepared without regard to the individual financial circumstances and investment
objectives of the persons who receive it. Use of any information herein shall be at the sole discretion and risk
of the user. Investors are advised to independently evaluate particular investments and strategies, take financial
and/or tax advice as to the implications (including tax) of investing in any of the securities or products mentioned
in this document, and make their own investment decisions without relying on this publication.
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CMS may have a long or short position, make markets, act as principal or agent, or engage in transactions in
securities of companies referred to in this document and may also perform or seek to perform investment
banking services or provide advisory or other services for those companies.

This document is for the use of intended recipients only and this document may not be reproduced, distributed
or published in whole or in part for any purpose without the prior consent of CMS. CMS will not be liable for any
claims or lawsuits from any third parties arising from the use or distribution of this document.

This document is for distribution only under such circumstances as may be permitted by applicable law. This
document is not directed at you if CMS is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. In particular, this document is only made available to certain US
persons to whom CMS is permitted to make available according to US securities laws, but cannot otherwise be
made available, distributed or transmitted, whether directly or indirectly, into the US or to any US person.

In Hong Kong, this document is distributed by China Merchants Securities (HK) Co., Limited, which is a licensed
corporation to carry on Type 1 (dealing in securities), Type 2 (dealing in futures), Type 4 (advising on securities),
Type 6 (advising on corporate finance) and Type 9 (asset management) regulated activities under the Securities
and Futures Ordinance (Chapter 571).

In South Korea, professional clients can get copies of this document (upon request) through China Merchants
Securities (Korea) Co., Limited

In the United Kingdom, this document is distributed by China Merchants Securities (UK) Limited. This document
is for distribution only to persons who: (i) are persons falling within the definition of "Investment Professionals"
pursuant to Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as
amended, the “Financial Promotion Order”); (ii) are persons falling within Article 49(2)(a) to (d) (“High Net Worth
Companies, Unincorporated Associations, etc.”) of the Financial Promotion Order; or (iii) are persons to whom
an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial
Services and Markets Act 2000) may otherwise lawfully be communicated or caused to be communicated (all
such persons together being referred to as "Relevant Persons™). This document is directed only at relevant
persons and must not be acted on or relied on by persons who are not Relevant Persons. Any investment or
investment activity to which this document relates is available only to Relevant Persons and will be engaged in
only with Relevant Persons.

If there is any inconsistency or ambiguity between the English version and the Chinese version of this disclaimer,
the English version shall prevail.

© China Merchant Securities (HK) Co., Limited. All rights reserved.

Hong Kong

China Merchants Securities (HK) Co., Ltd.

Address: 48/F, One Exchange Square, Central, Hong Kong
Tel: +852 3189 6888  Fax: +852 3101 0828



