27 Sep 2024

CMB International Global Markets | Equity Research | Company Update

Anta Sports (2020 HK)

Takeaways from the Anta Superstore visit

The Anta Superstore we visited is fairly competitive and should be a decent
growth driver onwards, supported by its superior price to quality and great
variety of choices. Moreover, it can also acquire more family-type customers,
and it has reasonable room for store expansion and decent financials (both
sales per store and sales per sq.m are better than Anta regular stores, based
on our estimates). We were slightly doubtful about Anta’s execution of its
segmentation strategy back on its Investor Day in Oct 2023, but the success of
many of its new store formats such as “Anta Superstore”, “Anta Champion”,
“ANTA SNEAKERVERSE”, as well as the “Anta Arena” and “Anta Palace” have
given us a lot more confidence in its future growth.

We have visited the “Anta Superstore” in Shenzhen Universiade World
on 26 Sep 2024. The “Anta Superstore” is one of the new store formats
(targeting the mass market) introduced this year, as part of Anta’s
segmentation strategy announced back in Oct 2023, in order to capture the
needs of different levels of consumers. The other store formats such as
“‘Anta Arena” and “Anta Palace” are for the high-end market and prime
locations, while the “Anta Champion” and “ANTA SNEAKERVERSE” are for
the niche market. This Anta Superstore we visited was opened in 28 Jul
2024 (the same day for the Shenzhen Universiade World). It has three key
features, namely: 1) a super wide range of categories, 2) super high
technology and 3) super value for money. At the moment, it has four major
product series at the store, including: 1) training, 2) professional sports, 3)
outdoor and 4) sports culture. The store can showcase around 1,000 SKUs
(about 600/ 300/ 100 for apparel/ footwear / accessory), and sales from
apparel/ footwear/ accessory are about 35%/ 65%/ 10% of the total, while
sales from adults/ kids make up about 80%/ 20%. Noted that the SKUs in
this store is a bit different from the regular Anta stores (only 0% to 10% items
are the same, depending on categories). Also, the share of functional/
fashion products is still be the same vs regular Anta stores, but the share of
ever-green products will increase.

Maintain BUY and raise TP to HK$ 107.84. The new TP is based on 20x
FY25E P/E (up from 18x FY25 P/E, to factor in the better investor sentiment
after the stimulus rolled out by the central government). Given the 12% sales
CAGR and 16% net profit CAGR during FY23-26E, and compared to its 5-
year average of 25x, the current valuation of 16x FY25E P/E is not too
demanding, in our view.

Earnings Summary

(YE 31 Dec) FY22A FY23A FY24E FY25E FY26E
Revenue (RMB mn) 53,651 62,356 70,322 78,322 87,103
YoY growth (%) 8.8 16.2 12.8 11.4 11.2
Operating profit (RMB mn) 11,229.0  15,409.0 17,1254 18,5467  21,591.3
Net profit (RMB mn) 8,245.0 11,277.0 13,686.8 15,012.1 17,632.0
EPS (Reported) (RMB) 2.71 3.65 4.39 4.81 5.65
YoY growth (%) (2.0) 34.7 20.1 9.7 17.5
P/E (x) 28.9 21.4 17.9 16.3 13.9
P/B (x) 6.2 4.1 3.6 3.2 2.8
Yield (%) 15 2.4 2.3 2.9 33
ROE (%) 26.0 26.3 24.9 23.9 24.7
Net gearing (%) 43.5 42.2 50.2 56.6 62.1

Source: Company data, Bloomberg, CMBIGM estimates
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Shareholding Structure

Mr. Ding Shi zhong & Family 52.2%
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B The store performance is rather encouraging. With a sales area of 670 sg.m (860
sq.m if we include the warehouse), this Anta Superstore in Shenzhen has generated
monthly sales per store of over RMB 1mn (CMBI est. RMB 1.5mn), which is the best-
performing store so far in China. The ticket size is at about RMB 330 (price per item is
at around RMB 150-200, while items per ticket is at 2.0). Management is targeting
monthly sales of RMB 2mn and yearly sales per sq.m of RMB 30,000 and we do find it
fairly encouraging. The reasons behind such performance, in our view, are likely: 1) an
extremely high price to quality ratio (not just vs Anta regular stores but also many other
sportswear and apparel brands) and 2) a great variety of product categories. Based on
our estimation, even though there are limited retail discounts being offered, due to the
high value-for-money nature, the GP margin may not be too high. However, thanks to
its good sales per store and sales per sgq.m, we still think the operating leverage is
decent, and so is the NP margin at the end.

B Going forward, we do think it is a decent growth driver for Anta brand and the
group. Firstly, the superstore should be helpful in terms of bringing in more new
customers and widening the range of its target customers (like families and students),
as over 90% of the customers are new to the Anta group (most of them also joined the
membership as well). Secondly, management is now targeting to have 10 stores by
FY24E and 40 stores in 3 years’ time. Since the customers are new to Anta group, the
room for new store opening should be ample. Thirdly, the financials are still very
encouraging, because current sales per store (at RMB 1.5mn) and yearly sales per
sg.m (at RMB 21Kk) of the Anta Superstore are already far ahead of Anta regular stores’
RMB 300k and RMB 16k, let alone its target of RMB 2mn and RMB 30k. Based on our
estimates, these 40 Anta Superstores may contribute up to 2% of the Anta brand sales
by FY26E. Also, in our view, it would not be surprising that Anta Superstore’s NP
margin is higher than the average.
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Focus charts

Figure 1: Image of the Anta Super Store

Source: Company data, CMBIGM

Figure 2: Image of the basketball product series
)

Source: Company data, CMBIGM
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Figure 3: Image of the training and tennis product series
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Source: Company data, CMBIGM

Figure 4: Image of the outdoor and sports culture product series
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Source: Company data, CMBIGM
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Figure 5: Image of the footwear and yoga product series

Source: Company data, CMBIGM

Figure 6: Image of the Anta superkids segment

Source: Company data, CMBIGM
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Operating numbers

Figure 7: Sportswear brands sales growth trend

Operating numbers 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23 1Q24 2Q24  3Q24E  4Q24E
Nike China sales 42% 9% 1% -24% -8% -20% -13% 6% 1% 25% 12% 8% 6% 7% -5% -5%
Adidas China sales 156% -16% -15% -24% -35% -35% -27% -50% -9% 16% 6% 37% 8% 9% 11% 13%
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Valuation

Figure 8: Peers valuation table

: P/B
Mkt. Cap  Year P/E (x)
TP (x)
Ticker Rating (LC) i (HK$mn) End FY1IE FY2E
H share Sportswear
Anta Sports 2020 HK  BUY 107.84 86.85 24% 246,013 Dec-23 17.7 16.1 3.2 24.9 11 3.0 14.7
Li Ning Co 2331HK  BUY 16.18 17.76 -9% 45900 Dec-23 131 118 15 11.8 1.8 3.5 (14.1)
Xtep Intl 1368 HK  BUY 7.32 5.39 36% 14,254  Dec-23 10.3 9.1 1.2 12.3 0.7 4.9 34.4

361 Degrees Intl 1361 HK ~ BUY 5.15 3.90 32% 8,064 Dec-23 6.4 5.6 06 115 05 6.3 12.4
Topsports Intl 6110 HK  BUY 2.89 2.89 0% 17,922  Feb-24 87 8.1 15 225 387 9.6 (50.3)
Pou Sheng Intl 3813 HK NR n/a 0.53 n/a 2,823 Dec-23 4.4 3.9 0.3 6.0 0.3 124 (19.1)
China DX 3818 HK NR n/a 0.32 n/a 1,884 Mar-24 nfa 180 0.2 (6.8) 0.0 6.9 145

Avg. 101 104 12 117 62 67 (1.1)
Med. 95 91 12 118 07 63 124

International Sportswear

Nike NKE US NR n/a 89.54 n/a 1,044,356 May-24 29.2 253 9.4 40.1 18.2 1.7 (17.5)
Adidas ADS GY NR nfa  233.10 nla 364,859 Dec-23 66.4 317 6.8 49 (02) 05 266
Puma PUM GY NR n/a 37.71 n/a 49,458 Dec-23 17.8 13.7 1.9 10.2 1.0 21 (25.4)
Under Armour UAA US NR n/a 8.55 n/a 28,154 Mar-24 370 239 18 (44) (152) 0.0 (2.8)
Lululemon LULU US NR nla  266.86 n/a 254,862 Jan-24 191 178 53 43.2 1.9 0.0 (47.8)
Amer Sports AS US NR n/a 15.76 n/a 61,920 Dec-23 383 226 1.7 nfa (0.2) 0.0 n/a

Skechers SKX US NR n/a 68.81 n/a 81,714 Dec-23 165 13.9 1.9 14.4 0.9 0.0 10.4
On Holding ONONUS NR n/a 50.96 n/a 126,357 Dec-23 581 520 81 137 1.0 nfa  89.0
Deckers DECK US NR n/a 153.90 n/a 182,520 Mar-24 29.1 25.7 8.7 41.9 2.7 0.0 38.1
Vf Corp VFC US NR n/a 18.93 n/a 57,292 Mar-24 340 194 3.0 (57.0)0 (0.2) 1.8 0.7

Columbia COLM US NR n/a 81.27 n/a 37,015 Dec-23 21.1 18.6 2.2 12.3 3.7 15 2.2

Wolverine WWW US NR n/a 16.75 n/a 10,425 Dec-23 20.0 13.3 36 (27.2) (0.1) 2.6 88.4
Mizuno Corp 8022 JP NR nfa 9150.00 nl/a 13,073 Mar-24 15.0 14.1 1.4 10.7 1.6 1.3 1328
Asics Corp 7936 JP NR nfa 3059.00 nl/a 124,892 Dec-23 356 31.2 9.1 22.9 1.2 1.2 177.0

Avg. 312 231 4.6 9.7 1.2 1.0 36.3
Med. 29.2 210 3.3 12.3 1.0 1.2 10.4

Source: Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 7
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Figure 9: 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 49,328 53,651 62,356 70,322 78,322 87,103
Cost of goods sold (18,924) (21,333) (23,328) (26,215) (28,980) (32,129)
Gross profit 30,404 32,318 39,028 44,107 49,341 54,974
Operating expenses (20,681) (23,216) (25,366) (30,582) (33,066) (35,909)
Selling expense (17,753) (19,629) (21,673) (26,353) (28,514) (30,999)
Admin expense (1,812) (2,308) (2,079) (2,411) (2,537) (2,680)
R&D expense (1,116) (1,279) (1,614) (1,818) (2,015) (2,230)
Others 0 0 0 0 0 0
Operating profit 11,372 11,229 15,409 17,125 18,547 21,591
Other income 1,649 2,127 1,747 3,600 2,271 2,526
Share of (losses)/profits of associates/JV (81) 28 (718) 422 470 610
EBITDA 11,944 12,212 16,415 17,715 19,019 21,943
Depreciation (443) (860) (1,018) (341) (325) (311)
Other amortisation (129) (123) 12 (248) (147) (41)
Interest income 392 609 1,470 1,622 1,944 2,300
Interest expense (443) (511) (521) (674) (674) (674)
Other income/expense 0 0 0 0 0 0
Pre-tax profit 11,240 11,355 15,640 18,496 20,287 23,827
Income tax (3,021) (3,110) (4,363) (4,809) (5,275) (6,195)
Minority interest (499) (655) (1,043) (1,395) (1,530) 1,797)
Net profit 8,219 8,245 11,277 13,687 15,012 17,632
BALANCE SHEET 2021A 2022A AOPACTN 2024E 2025E 2026E
YE 31 Dec (RMB mn)

Current assets 39,902 42,596 52,140 61,456 71,504 82,888
Cash & equivalents 17,592 17,378 15,228 22,976 31,310 40,778
Account receivables 6,914 5,800 6,867 7,744 8,625 9,592
Inventories 7,644 8,490 7,210 7,900 8,734 9,683
Prepayment 0 0 0 0 0 0
ST bank deposits 6,989 10,310 21,453 21,453 21,453 21,453
Other current assets 763 618 1,382 1,382 1,382 1,382
Non-current assets 22,766 26,599 40,088 40,764 41,702 43,005
PP&E 2,853 3,716 4,143 4,646 5,260 5,995
Investment in JVs & assos 9,027 9,343 21,119 21,541 22,011 22,621
Intangibles 1,531 1,480 2,089 1,859 1,731 1,708
Other non-current assets 9,355 12,060 12,737 12,718 12,700 12,681
Total assets 62,668 69,195 92,228 102,220 113,206 125,893
Current liabilities 15,943 26,207 20,591 21,988 23,373 24,909
Short-term borrowings 1,748 12,198 3,996 3,996 3,996 3,996
Account payables 3,146 2,750 3,195 3,590 3,969 4,400
Tax payable 1,816 2,169 2,825 2,825 2,825 2,825
Other current liabilities 9,233 9,090 10,575 11,577 12,583 13,687
Non-current liabilities 15,062 5,149 15,627 15,627 15,627 15,627
Long-term borrowings 11,425 492 10,948 10,948 10,948 10,948
Other non-current liabilities 3,637 4,657 4,679 4,679 4,679 4,679
Total liabilities 31,005 31,356 36,218 37,615 39,000 40,536
Share capital 261 262 272 272 272 272
Retained earnings 22,663 26,963 32,909 37,225 44,666 53,409
Other reserves 5,999 7,175 18,279 21,163 21,793 22,405
Total shareholders equity 28,923 34,400 51,460 58,660 66,731 76,086
Minority interest 2,740 3,439 4,550 5,945 7,475 9,272
Total equity and liabilities 62,668 69,195 92,228 102,220 113,206 125,893

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 9
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2021A 2022A 2023A 2024E 2025E 2026E

YE 31 Dec (RMB mn)

Operating

Profit before taxation 11,240 11,355 15,640 18,496 20,287 23,827
Depreciation & amortization 572 983 1,006 590 472 352
Tax paid (2,677) (3,046) (3,584) (4,809) (5,275) (6,195)
Change in working capital (282) (1,104) 1,739 (170) (330) (380)
Others 3,008 3,959 4,833 252 204 64
Net cash from operations 11,861 12,147 19,634 14,358 15,359 17,668
Investing

Capital expenditure (1,360) (1,621) (1,161) (844) (940) (1,045)
Acquisition of subsidiaries/ investments (94) (115) (160) 0 0 0
Others (3,215) (3,038) (24,472) 0 0 0
Net cash from investing (4,669) 4,774) (25,793) (844) (940) (1,045)
Financing

Dividend paid (2,456) (3,950) (4,250) (5,092) (5,411) (6,481)
Net borrowings (196) (1,403) (558) 0 0 0
Proceeds from share issues 0 0 10,497 0 0 0
Share repurchases 0 0 (113) 0 0 0
Others (2,295) (2,488) (2,105) (674) (674) (674)
Net cash from financing (4,947) (7,841) 3,471 (5,766) (6,085) (7,155)
Net change in cash

Cash at the beginning of the year 15,323 17,592 17,378 15,228 22,976 31,310
Exchange difference 24 254 538 0 0 0
Others 2,245 (468) (2,688) 7,748 8,334 9,468
Cash at the end of the year 17,592 17,378 15,228 22,976 31,310 40,778
GROWTH 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Revenue 38.9% 8.8% 16.2% 12.8% 11.4% 11.2%
Gross profit 47.2% 6.3% 20.8% 13.0% 11.9% 11.4%
Operating profit 28.8% (1.3%) 37.2% 11.1% 8.3% 16.4%
EBITDA 28.2% 2.2% 34.4% 7.9% 7.4% 15.4%
Net profit 47.6% 0.3% 36.8% 21.4% 9.7% 17.5%
PROFITABILITY 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Gross profit margin 61.6% 60.2% 62.6% 62.7% 63.0% 63.1%
Operating margin 23.1% 20.9% 24.7% 24.4% 23.7% 24.8%
EBITDA margin 24.2% 22.8% 26.3% 25.2% 24.3% 25.2%
Return on equity (ROE) 31.1% 26.0% 26.3% 24.9% 23.9% 24.7%
GEARING/LIQUIDITY/ACTIVITIES 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Net debt to equity (x) 0.4 0.4 0.4 0.5 0.6 0.6
Current ratio (x) 25 1.6 25 2.8 3.1 33
Receivable turnover days 51.2 395 40.2 40.2 40.2 40.2
Inventory turnover days 147.4 145.3 112.8 110.0 110.0 110.0
Payable turnover days 60.7 47.1 50.0 50.0 50.0 50.0
VALUATION 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

P/E 28.3 28.9 21.4 17.9 16.3 13.9
P/E (diluted) 28.3 28.9 21.4 17.9 16.3 13.9
P/B 7.3 6.2 4.1 3.6 3.2 2.8
P/ICFPS 18.4 18.0 11.2 15.3 14.3 12.4
Div yield (%) 17 15 2.4 2.3 2.9 3.3
EV 223,403.1 219,811.1 213,104.7 205,356.4 197,022.4 187,554.5
EV/Sales 45 4.1 34 2.9 25 2.2
EV/EBITDA 18.7 18.0 13.0 11.6 10.4 8.5

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

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



CME INTERNATIONAT

27 Sep 2024 @Eﬁ@ﬁ

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 (ll) 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 11



