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ANTA SPORTS (2020 HK)

New NBA superstar endorser. Stock fairly valued

Anta Sports announced that the company has signed an
endorsement contract with Rajon Rondo, a new generation NBA
superstar and starting point guard for the Boston Celtics. Anta
meticulously designed the first basketball shoe for Rajon
Rondo’s battles in NBA-RR1. Despite time pressure, the company
finished the product design and production, made its debut at the
signing conference, and plans to release products in major retail
stores in mid-October. In order to adhere to the company’s
principle of “value for money”, RR1 is only sold at RMB399, but
fully equips all the necessary functions of basketball shoes
designed for top players. This is a perfect representation of
Anta’s basketball concept of “Basketball is Priceless”.

Reasons behind this choice. Rajon Rondo was a winner of the NBA
championship and a four-time NBA All-star. He has been paying close
attention towards the cooperation between Anta and the NBA. He is
also a strong believer in Anta’s basketball concept of “Basketball is
Priceless” and is honored to participate in this basketball strategy.
Before the endorsement, Rajon Rondo was one of advertizing
endorsers of Nike, but never had a pair of basketball shoes designated
for him only. Anta has chosen Rajon Rondo because he is young and
well-known and the company is preparing for Kevin Garnett's
retirement. Rajon Rondo choose Anta because it is easy to raise his
local profile, and few NBA players are endorsers of Chinese
sportswear brands.

The adoption of “low price” strategy. The retail price of RR1 is
much lower than Li Ning's “Wade of Way” for the following reasons: 1)
As Anta’s target market is the “mass market”, high price will hurt sales;
2) According to market research, anything sold at RMB300-400 will be
much more easily accepted by the market; 3) Penetration into mass
market though low price strategy facilitates brand awareness and
consumer recognition; and 4) The star effect will boost the entire
mid-end products sales, not only sales of basketball shoes.

Business turnaround with reasonable valuation. Buy on any large
adjustment in stock. The assignment of Rajon Rondo might put the
company’s 2014 profitability under pressure. The announcement of
the endorsement implies the company’s current optimism and positive
view on the sector. 3Q2013 retail updates and 2Q2014 Trade Fair data
will be announced at the end of October. Base on our observation, we
expect the same growing momentum for 2Q2014 Trade Fair as for the
1Q2014 Trade Fair. We set 1-yr TP at HK$11.06 based on 2014E EPS
and 5-yr average P/E of 16.5x.
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Financials
RMB mn 2011 2012 2013E 2014E 2015E
Revenue 8,905 7,623 6,809 7,417 8,294
Growth (%) 20.2% -14.4% -10.7% 8.9% 11.8%
Net income 1,724 1,356 1,213 1,325 1,428
Growth (%) 11.5% -21.4% -10.5% 9.2% 7.8%
EPS (RMB) 0.69 0.54 0.49 0.53 0.57
P/E (X) 12.95 16.47 18.43 16.91 15.73
P/B (x) 3.51 3.31 3.11 3.05 2.97
ROE (%) 21.0% 13.5% 12.8% 13.1% 14.4%

Source: Company data, CMS (HK) estimate

Source: Bloombera

Related research

1.Rating cut on concern over 2012
earning-20120212

2.0utlook still challenging;
maintain “Neutral”’-20120808
3.Still  low visibility on both
earnings & profitability-20121119
4.Still  challenging environment,
hopeful to recover in
2014-20130227

5.Result surprised fully priced in;
maintain “Neutral”
rating-20130807

Please see important notice on the last page.
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etz w77 2011 2012 2013E 2014E 2015E |#4:: 7 2011 2012 2013E 2014E  2015E
RAF 6,770 8,102 7,657 8,264 8,093 E LA 8,905 7,623 6,809 7,417 8,294
B 618 687 472 698 524 EAmAK (5,142) (4,730) (4,057) (4,386) (4,887)
HRHRAEEH 1,709 1,373 1,314 1,407 1,382 .4 3,762 2,893 2,752 3,031 3,407
B B A 2R 0 0 0 0 0 Hedon 74 128 59 72 83
ECEL P 15 225 200 200 200 4Rk (1,452) (1,038) (981) (1,121) (1,295)
NAEBRIEF N 3,018 4,008 4,671 4,958 4,987 4FEIF & (373)  (420) (381) (393)  (470)
H A 1,410 980 1,000 1,000 1,000 #ik#|#E 2,011 1563 1,449 1590 1,726
ERBHE~ 1,425 1,934 1,811 1,828 1,810 M4% A 149 166 169 177 178
il 132 305 255 261 265 MFLETH)E 2,160 1,730 1,618 1,767 1,904
1 4k B ATRAT 2 21 31 26 28 27 PiiFHh 436 374 404 442 476
I H 7 52 151 101 126 114 WHLEHA 1,724 1,356 1,213 1,325 1,428
A AT R 541 529 538 538 537 JHKARZA (6) (3) (3) () (3)
FEET 8,194 10,03 9,468 10,091 9,904 FHAIR#FFAA 1,718 1,353 1,211 1,322 1,425
KB R 1,604 2,898 1,910 2,357 1,938 BLE 1,057 974 728 795 857
FAT R A 4 1,471 1,774 1,067 1,438 960 HBRAKRAA(T) 069 054 049 053 0.57
JEAT EBEA L R 2 2 0 0 0 BRMEEA(L) 069 054 048 053 0.57
s AR 0 997 728 795 857
i 131 125 115 124 121 FEBMEE
*# R 171 205 179 186 191 | 2011 2012 2013E 2014E  2015E
i 3EALEK 132 167 139 146 151 #HkE
R it 1,776 3,103 2,089 2,543 2,129 &k 20% -14% -11% 9% 12%
PR 242 242 242 242 242 #FLA)E 22%  -29%  -5%  14% 16%
ik 4 6,130 6,510 6,956 7,126 7,352 % #|i 17% -20%  -6% 9% 8%
N E) BT H AR 6,372 6,752 7,198 7,368 7,594 IKF4EAH
VK FAR G 47 180 180 180 180 £A4% 42% 38% 40% @ 41% 41%
RAF BB A 8,194 10,03 9,468 10,091 9,904 %F|% 19%  18% 18%  18% 17%
ROE 21%  14% 13%  13% 14%
ROIC 25%  16% 14%  15% 15%
REeRTER 2458
|ﬁﬁ4i: W5 2011 2012 2013E 2014E 2015E # /= ff&% 21%  31% 22%  25% 21%
BEFHNAR 1,448 1,965 1,009 1,598 1,355 AshibF 4.22 280 401 351 4.18
A iE 2,160 1,730 1,618 1,767 1,904 i##hruF 383 256 376 321 3.091
I8 Redl 91 109 199 195 187 FiEgfLH
W 49 (135) (170) (169) (177) (178) &= R4 % 117 084 070 0.76 0.83
Erd g L& 40 14 14 15 17 ARAEE 9.59 725 7.00 7.50 8.00
TIE R L (453) 429  (408) 51 (278) MMhkEk A 4R 1415 10.67 10.00 11.00 12.00
Bl (255) (148)  (242) (253) (297) FLATtREJE4E% 981 7.83 800 850 9.00
BHEHALRK (738) (976)  (284) (1,437) (1,436 HREFH()
TARILE (208) (355)  (284) (237) (236) #MIH 0.69 054 049 053 0.57
H IR (531) (621) 0 (1,200) (1,200 HH&¥/~ 255 270 287 294 3.02
ERFEHNAR (1,059) (3 (49) 131 120 HMEMEA) 021 014 029 032 0.34
EEIE] 0 997 459 862 919 fH{AEFE
B Z ok (1,055) (996)  (505) (728) (795) PE 129 165 184 169 15.7
HAb 4 @ (4) (4) (4) PB 35 3.3 3.1 3.0 3.0
A1 38 iR (350) 986 675 292 39 EV/EBITDA 9.8 1.7 116 107 11.4
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