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A high-quality 2Q23 and guidance unchanged   

 

 

Even though 2Q23 results was just roughly inline (slightly slower retail sales 
growth but a strong retail discounts), it was certainly industry leading with high-
quality. Management remained confident and reiterated their list co-level FY23E 
guidance despite the macro headwinds. Hence, we maintain BUY given its 
attractive valuation of 16x FY23E P/E and 0.7x PEG. 

 2Q23 retail sales growth remained fast, industry leading and with high-
quality. Xtep’s retail sales rose by high-teens in 2Q23, slightly slowing down 
from the ~20% in 1Q23, but inline with CMBI est. of ~19%. It also consisted 
of ~30%/ 30% growth for Xtep kids/ running. Offline was far ahead of the 
close to flattish e-commerce growth (traditional platform was sluggish while 
sales from new retail channels had doubled). Even though the sales trend 
has slowed down (35%+/ 10%+/ 10%+ for Apr/ May/ Jun 2023), we still 
appreciate the rapid growth a lot, as it was way faster than Anta/ 361 
degrees’ HSD/ low-teens growth, as well as seeing a MSD contribution from 
replenishment and quick response orders. 

 Our outlook for 2H23E and beyond are still cautiously optimistic. While 
we have turned more cautious on China sportswear industry since Mid-May 
2023, due to: 1) weak macro demand, 2) cool down of domestic fashion and 
3) increased efforts from the international brands, Xtep should continue to 
shine and this is echoed by strong confidence from management. The 25%+ 
retail sales growth guidance was lowered down to 20%+, perhaps due to 
slow down in momentum (Jun-Jul MTD 2023 retail sales was 10%+), but we 
still see a decent and achievable target with a low base in 4Q23E, supported 
by strong offline SSSG from distributors, as well as Xtep’s highly value for 
money products and the more stable demand from lower tier cities. And 
more importantly, the guidance for listed co 15%-20% sales growth and an 
even faster net profit growth (GP margin and OP margin will improve) 
remained unchanged. While sales growth could be supported by more re-
orders, GP margin would be aided by ASP increases and higher sales mix 
from functional products (despite the potentially higher retail discounts). 
Also, the OP margin should improve with more operating leverage, where 
SSSG will remain high at HSD (even with a slightly higher A&P expenses at 
11-13% of sales). Note that we now forecast a ~11% sales growth and 
~14% net profit growth in 1H23E.  

 Maintain BUY but cut TP to HK$ 11.17, based on 23x FY23E P/E 
(remained unchanged and ~1.3x s.d. above the 5 years average of 15x). 
We trimmed FY23E/ 24E/ 25E net profit by 5%/ 5%/ 5% to factor in a slightly 
less GP margin improvement and operating leverage. It is trading at 16x 
FY23E P/E and 0.7x PEG, not demanding at all.    
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Stock Data   

Mkt Cap (HK$ mn) 20,841.6 

Avg 3 mths t/o (HK$ mn) 60.8 

52w High/Low (HK$) 14.34/6.85 

Total Issued Shares (mn) 2634.8 

Source: FactSet   
 

Shareholding Structure  

Mr Ding Shui Po & Family  49.0% 

JP Morgan Chase 4.6% 

Source: HKEx   
 

Share Performance 

 Absolute Relative 

1-mth -8.0% -2.7% 

3-mth -14.9% -8.6% 

6-mth -24.5% -13.8% 

Source: FactSet 
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Recent Reports: 
Anta Sports (2020 HK) – A slight beat in 
2Q23 but outlook is still fragile 
(19 Jul 2023) 
 

Topsports (6110 HK, Initiation) – 
Localization and efficiency-led 
turnaround 
(30 Jun 2023) 
 
China Sportswear Sector – 5-1 sales 
beat but competition intensified 
(8 May 2023) 
 
Li Ning (2331 HK) – A strong comeback 
in all channels since Mar 
(21 Apr 2023) 
 

Earnings Summary      

(YE 31 Dec) FY21A FY22A FY23E FY24E FY25E 

Revenue (RMB mn) 10,013 12,930 15,014 17,429 19,868 

  YoY growth (%) 22.5 29.1 16.1 16.1 14.0 

Operating profit (RMB mn) 1,396 1,464 1,761 2,120 2,527 

Net profit (RMB mn) 889.4 912.3 1,137.3 1,413.4 1,732.9 

EPS (Reported) (RMB) 0.36 0.36 0.43 0.53 0.65 

  YoY growth (%) 72.1 0.6 20.3 23.9 22.6 

P/E (x) 18.1  19.6  16.3  13.1  10.7  

P/B (x) 2.1  2.2  2.1  1.9  1.8  

Yield (%) 2.9 1.8 3.5 4.4 5.4 

ROE (%) 11.6 11.2 13.3 15.4 17.6 

Net gearing (%) 17.9 6.8 1.3 (4.6) (9.4) 
 

Source: Company data, Bloomberg, CMBIGM estimates 

https://www.cmbi.com.hk/article/8511.html?lang=en
https://www.cmbi.com.hk/article/8511.html?lang=en
https://www.cmbi.com.hk/article/8433.html?lang=en
https://www.cmbi.com.hk/article/8433.html?lang=en
https://www.cmbi.com.hk/article/8433.html?lang=en
https://www.cmbi.com.hk/article/8225.html?lang=en
https://www.cmbi.com.hk/article/8225.html?lang=en
https://www.cmbi.com.hk/article/8168.html?lang=en
https://www.cmbi.com.hk/article/8168.html?lang=en
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 2Q23 retail discounts was better than expected while inventory level stayed; 
we still expect it to normalize by 4Q23E. Xtep’s retail discounts had improved to 
just 25% off in 2Q23 (vs 25%-30% off in 1Q23. This was impressive, given the 
industry-wise de-stocking pressure. Inventory to sales ratio remained at below 5 
months in 2Q23 (same as 1Q23). However, given the sports events like 2023 
Hangzhou Asian Games in 3Q23E and its plan to clear inventories from last year in 
4Q23E, retail discounts might turn deeper in 2H23E as the target to normalize 
inventory (to ~4 months) by 4Q23E remained unchanged.  

 The new brands beat in 1H23E but net losses target in FY23E maintained. Sales 
growth from both Saucony and Merrell was at ~100% in 1H23E, far ahead of the 
guidance of 60%-70% growth. Net profit was registered in 1H23E, also better than 
the original plan. Sales per store for Saucony was about RMB 280K. For K-Swiss 
and Palladium, the China business was decent, but kind of offset by the sluggish 
overseas sales, so the result in 1H23E might be lower than expected. All in all, net 
losses from these new brands will not exceed RMB 150mn in FY23E, but remained 
unchanged.  

 

Earnings revision 

Figure 1: Earnings revision  

  New   Old   Diff (%)  

RMB mn FY23E FY24E FY25E FY23E FY24E FY25E FY23E FY24E FY25E 

Revenue  15,014 17,429 19,868 15,187 17,629 20,093 -1.1% -1.1% -1.1% 

Gross profit 6,161 7,199 8,259 6,253 7,305 8,379 -1.5% -1.4% -1.4% 

EBIT  1,761 2,120 2,527 1,824 2,192 2,609 -3.5% -3.3% -3.1% 

Net profit att. 1,132 1,403 1,721 1,192 1,474 1,803 -5.0% -4.8% -4.6% 

Diluted EPS (RMB) 0.430 0.533 0.653 0.453 0.559 0.684 -5.0% -4.8% -4.6% 

Gross margin 41.0% 41.3% 41.6% 41.2% 41.4% 41.7% -0.1ppt -0.1ppt -0.1ppt 

EBIT margin 11.7% 12.2% 12.7% 12.0% 12.4% 13.0% -0.3ppt -0.3ppt -0.3ppt 

Net profit att. margin 7.5% 8.1% 8.7% 7.9% 8.4% 9.0% -0.3ppt -0.3ppt -0.3ppt 

Source: Company data, CMBIGM estimates 

 

Figure 2: CMBIGM estimates vs consensus 

  CMBIGM  Consensus  Diff (%)  

RMB mn FY23E FY24E FY25E FY23E FY24E FY25E FY23E FY24E FY25E 

Revenue 15,014 17,429 19,868 15,094 17,955 21,183 -0.5% -2.9% -6.2% 

Gross profit 6,161 7,199 8,259 6,248 7,483 8,880 -1.4% -3.8% -7.0% 

EBIT 1,761 2,120 2,527 1,737 2,141 2,628 1.4% -1.0% -3.8% 

Net profit att. 1,132 1,403 1,721 1,158 1,444 1,773 -2.2% -2.8% -2.9% 

Diluted EPS (RMB) 0.430 0.533 0.653 0.440 0.547 0.677 -2.3% -2.7% -3.5% 

Gross margin 41.0% 41.3% 41.6% 41.4% 41.7% 41.9% -0.4ppt -0.4ppt -0.3ppt 

EBIT margin 11.7% 12.2% 12.7% 11.5% 11.9% 12.4% 0.2ppt 0.2ppt 0.3ppt 

Net profit att. margin 7.5% 8.1% 8.7% 7.7% 8.0% 8.4% -0.1ppt 0ppt 0.3ppt 

Source: Company data, CMBIGM estimates 
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Results preview 

Figure 3: Results preview – Half Year 

Half yearly 

(RMB mn) 
1H22 2H23 1H23E 2H23E 

1H22 

YoY 

2H22 

YoY 

1H23

E YoY 

2H23

E YoY 

Revenue 5,684  7,247  6,326  8,687  37% 23% 11% 20% 

COGS -3,297 -4,342 -3,663 -5,189     

Gross profit 2,387  2,905  2,663  3,498  38% 19% 12% 20% 

GP margins 42.0% 40.1% 42.1% 40.3%     

Other income & gains 237  79  221  109      

S & D expenses -1,046 -1,644 -1,139 -1,898 35% 47% 9% 15% 

S & D exp / sales -18.4% -22.7% -18.0% -21.9%     

Admin expenses -656 -798 -715 -979 36% 13% 9% 23% 

Admin exp / sales -11.5% -11.0% -11.3% -11.3%     

Other opex 0  0  0  0      

Operating profit (EBIT) 922  543  1,031  730  35% -24% 12% 34% 

OP margins 16.2% 7.5% 16.3% 8.4%     

Other items 0 0 0 0     

Net finance income -28 -63 -32 -51     

Net finance income / sales -0.5% -0.9% -0.5% -0.6%     

Profit after financing costs 893  480  1,000  679      

Associated coms -11 -1 -6 0     

Jointly controlled coms 0 0 0 0     

Pre-tax profit 882  479  993  679  37% -25% 13% 42% 

Tax -293 -155 -318 -217     

Tax / sales -5.2% -2.1% -5.0% -2.5%     

Effective tax rate -33.2% -32.5% -32.0% -32.0%     

Minority interests -1 -8 2 3     

Net profit att. 590 331 673 459 38% -31% 14% 39% 

NP margins 10.4% 4.6% 10.6% 5.3%     

         

Sales by segment         

Mass market 4,898 6,230 5,289 7,391 36% 19% 8% 19% 

Athleisure 630 773 724 987 36% 52% 15% 28% 

Professional sports 157 244 313 309 106% 95% 100% 27% 

Total 5,684 7,247 6,326 8,687 37% 23% 11% 20% 

         

Source: Company data, CMBIGM estimates 
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Figure 4: Results preview - Full Year 

Full yearly (RMB mn) FY22 FY23E FY24E 
FY22 

YoY 

FY23E 

YoY 

FY24E

YoY 

Revenue 12,930  15,014  17,429  29% 16% 16% 

COGS -7,639 -8,852 -10,230    

Gross profit 5,292  6,161  7,199  27% 16% 17% 

GP margins 40.9% 41.0% 41.3%    

Other income & gains 317  330  366     

S & D expenses -2,690 -3,037 -3,507 42% 13% 15% 

S & D exp / sales -20.8% -20.2% -20.1%    

Admin expenses -1,454 -1,694 -1,938 22% 16% 14% 

Admin exp / sales -11.2% -11.3% -11.1%    

Other opex 0  0  0     

Operating profit (EBIT) 1,464  1,761  2,120  5% 20% 20% 

OP margins 11.3% 11.7% 12.2%    

Other items -12 -6 17    

Net finance income -91 -82 -88    

Net finance income / sales -0.7% -0.5% -0.5%    

Profit after financing costs 1,361  1,672  2,048     

Associated coms 0 0 0    

Jointly controlled coms 0 0 0    

Pre-tax profit 1,361  1,672  2,048  6% 23% 22% 

Tax -449 -535 -635    

Tax / sales -3.5% -3.6% -3.6%    

Effective tax rate -33.0% -32.0% -31.0%    

Minority interests -9 5 10    

Net profit att. 922 1,132 1,403 1% 23% 24% 

NP margins 7.1% 7.5% 8.1%    

       

Sales by segment       

Mass market 11,128 12,680 14,567 26% 14% 15% 

Athleisure 1,403 1,711 2,030 44% 22% 19% 

Professional sports 400 622 832 99% 56% 34% 

Total 12,930 15,014 17,429 29% 16% 16% 

       

Source: Company data, CMBIGM estimates 
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Operating numbers  

Figure 5: Sportswear brands sales growth trend 

 

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

   

  

Operating numbers 1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23E 3Q23E 4Q23E

Nike China sales -4% 1% 8% 19% 42% 9% 1% -24% -8% -20% -13% 6% 1% 18% 8% 8%

Adidas China sales -58% 0% -5% 7% 156% -16% -15% -24% -35% -35% -27% -50% -9% 10% 5% 20%
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Assumptions 

Figure 6: Major assumptions 

Major assumptions FY21A FY22A FY23E FY24E FY25E 

Sales by segment (RMB mn)      

Shoes 5,928 7,760 9,090 10,643 12,218 

Apparels 3,887 4,897 5,631 6,476 7,318 

Accessories 198 273 292 310 332 

Total 10,013 12,930 15,014 17,429 19,868 

       

Sales by segment growth (%)      

Shoes 17.5% 30.9% 17.1% 17.1% 14.8% 

Apparels 31.2% 26.0% 15.0% 15.0% 13.0% 

Accessories 22.5% 38.3% 7.0% 6.0% 7.0% 

Total 22.5% 29.1% 16.1% 16.1% 14.0% 

      

Sales by segment (RMB mn)      

Mass market 8,841 11,128 12,680 14,567 16,474 

Athleisure 971 1,403 1,711 2,030 2,315 

Professional sports 201 400 622 832 1,078 

Total 10,013 12,930 15,014 17,429 19,868 

       

Sales by segment growth (YoY)      

Mass market 24.5% 25.9% 13.9% 14.9% 13.1% 

Athleisure -2.8% 44.5% 22.0% 18.6% 14.0% 

Professional sports 180.3% 99.0% 55.6% 33.8% 29.6% 

Total 22.5% 29.1% 16.1% 16.1% 14.0% 

      

Sales network      

Xtep 4,722 4,493 4,628 4,767 4,910 

Xtep kids 1,179 1,520 1,672 1,789 1,878 

Oversea stores 250 300 300 300 300 

Total 6,151 6,313 6,600 6,856 7,088 

       

GP margins 41.7% 40.9% 41.0% 41.3% 41.6% 

       

Opex breakdown      

A&P / sales 10.2% 11.9% 11.3% 11.5% 11.5% 

Staff costs/ sales 11.1% 11.3% 11.6% 11.4% 11.3% 

R&D / sales 2.5% 2.3% 2.5% 2.5% 2.5% 

D&A / sales 1.7% 1.9% 1.6% 1.5% 1.4% 

Provisions (write backs) / sales -0.2% 0.4% 0.3% 0.2% 0.2% 

Rental / sales 0.1% 0.1% 0.4% 0.4% 0.4% 

       

Selling & distribution costs / sales 18.9% 20.8% 20.2% 20.1% 20.0% 

Admin expenses / sales 11.9% 11.2% 11.3% 11.1% 10.9% 

Total 30.8% 32.0% 31.5% 31.2% 31.0% 

       

OP margins 13.9% 11.3% 11.7% 12.2% 12.7% 

       

Effective tax rate 30.9% 33.0% 32.0% 31.0% 30.0% 

       

Net profit att. margins 9.1% 7.1% 7.5% 8.1% 8.7% 

Net profit att. growth (%) 77.1% 1.5% 22.8% 23.9% 22.6% 

Source: Company data, CMBIGM estimates 
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Valuation 

Figure 7: Peers valuation table  

   
12m 

TP 
Price 

Up/ 

Down- 
Mkt. Cap Year P/E (x) 

P/B 

(x) 

ROE 

(%) 

3yrs 

PEG 

(x) 

Yield 

(%) 

YTD 

perf. 

Company Ticker Rating (LC) (LC) side (HK$mn) End FY1E FY2E FY1E FY1E FY1E FY1E FY1E 

H shares Sportswear         

Xtep Intl 1368 HK BUY 11.17 7.91 41% 20,856 Dec-22 16.3 13.1 2.1 11.4 0.7 3.7 (9.0) 

Anta Sports 2020 HK BUY 98.20 82.95 18% 234,966 Dec-22 22.3 18.5 5.0 24.0 1.3 2.0 (18.9) 

Li Ning 2331 HK BUY 66.72 40.50 65% 106,760 Dec-22 20.5 16.7 3.5 17.9 1.2 1.5 (40.2) 

361 Degrees 1361 HK NR n/a 4.06 n/a 8,395 Dec-22 8.5 7.2 0.8 9.9 0.5 4.8 21.9 

Topsports 6110 HK BUY 9.00 6.76 33% 41,920 Feb-23 15.7 13.2 3.7 18.0 0.8 5.6 9.2 

Pou Sheng 3813 HK NR n/a 0.61 n/a 3,249 Dec-22 4.8 3.4 0.3 1.1 0.0 3.7 (18.7) 

China DX 3818 HK NR n/a 0.30 n/a 1,766 Mar-23 5.6 4.6 0.2 1.2 0.0 14.4 (3.2) 

        Avg. 13.4 11.0 2.2 11.9 0.7 5.1 (8.4) 

        Med. 15.7 13.1 2.1 11.4 0.7 3.7 (9.0) 

International Sportswear                

Nike Inc NKE US NR n/a 109.88 n/a 1,318,632 May-23 29.2 24.9 12.0 34.6 1.8 1.3 (6.1) 

Adidas ADS GY NR n/a 172.30 n/a 271,334 Dec-22 n/a 42.5 6.9 1.6 0.0 0.4 35.2 

Puma PUM GY NR n/a 58.80 n/a 77,588 Dec-22 24.0 18.0 3.2 13.9 1.2 1.4 3.7 

Under Armour UAA US NR n/a 8.41 n/a 27,927 Mar-23 16.8 13.5 1.7 20.8 (3.5) 0.0 (17.2) 

Lululemon LULU US NR n/a 390.51 n/a 387,431 Jan-23 32.8 28.6 11.5 31.9 1.0 0.0 21.9 

Skechers SKX US NR n/a 54.26 n/a 65,554 Dec-22 17.1 13.9 2.0 11.6 0.7 0.0 29.3 

Vf Corp VFC US NR n/a 20.46 n/a 62,091 Apr-23 9.8 8.3 2.5 3.7 0.1 5.9 (25.9) 

Columbia COLM US NR n/a 77.95 n/a 37,759 Dec-22 15.1 13.3 2.3 15.4 1.5 1.6 (11.0) 

Wolverine WWW US NR n/a 13.03 n/a 8,081 Dec-22 9.0 6.2 2.4 (39.3) (0.0) 3.1 19.2 

Mizuno Corp 8022 JP NR n/a 3740.00 n/a 5,559 Mar-23 11.4 11.0 0.8 8.4 0.0 1.6 33.0 

Asics Corp 7936 JP NR n/a 4301.00 n/a 45,671 Dec-22 31.0 26.3 4.4 15.9 1.8 1.1 47.6 
       Avg. 19.6 18.8 4.5 10.8 0.4 1.5 11.8 
       Med. 17.0 13.9 2.5 13.9 0.7 1.3 19.2 

Source: Bloomberg, CMBIGM estimates 
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Figure 8: Forward 12M P/E valuation band  

 

 

Source: Bloomberg, CMBIGM estimates 
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Financial Summary 
 

INCOME STATEMENT 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec (RMB mn)       

Revenue 8,172 10,013 12,930 15,014 17,429 19,868 

Cost of goods sold (4,973) (5,835) (7,639) (8,852) (10,230) (11,609) 

Gross profit 3,198 4,178 5,292 6,161 7,199 8,259 

Operating expenses (2,588) (3,081) (4,144) (4,731) (5,445) (6,149) 

Selling expense (1,537) (1,891) (2,690) (3,037) (3,507) (3,979) 

Admin expense (827) (937) (1,155) (1,318) (1,503) (1,674) 

R&D expense (223) (252) (299) (375) (436) (497) 

Others 0  0  0  0  0  0  

Operating profit 918 1,396 1,464 1,761 2,120 2,527 

Other income 307 299 317 330 366 417 

Share of (losses)/profits of associates/JV (17) (46) (12) (6) 17 43 

EBITDA 996 1,480 1,597 1,929 2,303 2,722 

Depreciation (64) (71) (107) (127) (131) (133) 

Other amortisation (14) (13) (26) (40) (52) (61) 

Interest income 4 21 25 35 29 22 

Interest expense (144) (85) (117) (117) (117) (117) 

Other income/expense 0  0  0  0  0  0  

Pre-tax profit 762 1,287 1,361 1,672 2,048 2,476 

Income tax (257) (397) (449) (535) (635) (743) 

Minority interest  8 19 9 (5) (10) (12) 

Net profit 505 889 912 1,137 1,413 1,733 
 

 

BALANCE SHEET 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec (RMB mn)       

Current assets 9,027 10,432 11,484 12,380 13,380 14,421 

Cash & equivalents 3,472 3,930 3,071 2,621 2,068 1,545 

Account receivables 3,236 3,528 4,556 5,290 6,141 7,001 

Inventories 975 1,497 1,960 2,272 2,625 2,979 

Prepayment 899 1,443 1,863 2,163 2,511 2,862 

ST bank deposits 437 33 33 33 33 33 

Other current assets 8 1 1 1 1 1 

Non-current assets 3,544 4,183 4,491 4,843 5,286 5,830 

PP&E 796 1,119 1,464 1,863 2,342 2,904 

Investment in JVs & assos 218 365 352 346 363 406 

Intangibles 709 671 642 599 545 482 

Other non-current assets 1,820 2,028 2,032 2,035 2,037 2,038 

Total assets 12,572 14,615 15,975 17,223 18,666 20,251 
       

Current liabilities 3,334 4,053 5,092 5,804 6,618 7,434 

Short-term borrowings 642 405 405 405 405 405 

Account payables 1,479 2,352 3,079 3,569 4,124 4,680 

Tax payable 86 123 123 123 123 123 

Other current liabilities 1,127 1,173 1,485 1,707 1,966 2,227 

Non-current liabilities 1,939 2,580 2,580 2,580 2,580 2,580 

Long-term borrowings 1,516 1,375 1,375 1,375 1,375 1,375 

Other non-current liabilities 423 1,205 1,205 1,205 1,205 1,205 

Total liabilities 5,273 6,633 7,672 8,384 9,198 10,014 
       

Share capital 22 23 23 23 23 23 

Retained earnings 4,671 5,020 5,185 5,638 6,200 6,888 

Other reserves 2,605 2,940 3,104 3,182 3,240 3,308 

Total shareholders equity 7,299 7,982 8,313 8,843 9,462 10,218 

Minority interest 0  0  (9) (4) 6 18 

Total equity and liabilities 12,572 14,615 15,975 17,223 18,666 20,251 
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CASH FLOW 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec (RMB mn)       

Operating       

Profit before taxation 762 1,287 1,361 1,672 2,048 2,476 

Depreciation & amortization 78 84 132 168 183 195 

Tax paid (325) (329) (449) (535) (635) (743) 

Change in working capital (320) (447) (872) (634) (739) (748) 

Others 125 107 12 6 (17) (43) 

Net cash from operations 320 701 185 678 841 1,137 
       

Investing       

Capital expenditure (207) (414) (453) (525) (610) (695) 

Acquisition of subsidiaries/ investments (4) (3) 0  0  0  0  

Others 784 89 0  0  0  0  

Net cash from investing  573 (329) (453) (525) (610) (695) 
       

Financing       

Dividend paid (279) (356) (591) (602) (784) (964) 

Net borrowings (77) (312) 0  0  0  0  

Proceeds from share issues 37 0  0  0  0  0  

Share repurchases (6) 0  0  0  0  0  

Others (55) 764 0  0  0  0  

Net cash from financing  (380) 96 (591) (602) (784) (964) 
       

Net change in cash       

Cash at the beginning of the year 2,970 3,472 3,930 3,071 2,621 2,068 

Exchange difference (11) (11) 0  0  0  0  

Others 513 469 (859) (450) (553) (523) 

Cash at the end of the year 3,472 3,930 3,071 2,621 2,068 1,545 

GROWTH 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec       

Revenue (0.1%) 22.5% 29.1% 16.1% 16.1% 14.0% 

Gross profit (9.9%) 30.6% 26.7% 16.4% 16.8% 14.7% 

Operating profit (25.6%) 52.1% 4.9% 20.2% 20.4% 19.2% 

EBITDA (24.6%) 48.6% 7.9% 20.8% 19.4% 18.2% 

Net profit (31.0%) 76.1% 2.6% 24.7% 24.3% 22.6% 

PROFITABILITY 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec       

Gross profit margin 39.1% 41.7% 40.9% 41.0% 41.3% 41.6% 

Operating margin 11.2% 13.9% 11.3% 11.7% 12.2% 12.7% 

EBITDA margin 12.2% 14.8% 12.3% 12.8% 13.2% 13.7% 

Return on equity (ROE) 7.1% 11.6% 11.2% 13.3% 15.4% 17.6% 

GEARING/LIQUIDITY/ACTIVITIES 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec       

Net debt to equity (x) 0.2 0.2 0.1 0.0 (0.0) (0.1) 

Current ratio (x) 2.7 2.6 2.3 2.1 2.0 1.9 

Receivable turnover days 144.5 128.6 128.6 128.6 128.6 128.6 

Inventory turnover days 71.5 93.7 93.7 93.7 93.7 93.7 

Payable turnover days 108.5 147.1 147.1 147.1 147.1 147.1 

VALUATION 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Dec       

P/E 32.3  18.1  19.6  16.3  13.1  10.7  

P/E (diluted) 32.3  18.1  19.6  16.3  13.1  10.7  

P/B 2.32 2.1  2.2  2.1  1.9  1.8  

P/CFPS 20.0 27.2 132.5 28.4 22.9 16.9 

Div yield (%) 4.6 2.9 1.8 3.5 4.4 5.4 

EV 18,395.1 18,721.1 20,275.2 20,724.8 21,278.1 21,801.2 

EV/Sales 2.3 1.9 1.6 1.4 1.2 1.1 

EV/EBITDA 18.5 12.7 12.7 10.7 9.2 8.0 
 

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



 

 

20 Jul 2023 

 

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE   11 

 

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 CMBIS 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 (II) 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. 
 

 


