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Positive profit alert with 2021 earnings up by no less than 70%  
Xtep announced a positive profit alert, and is expected to record a significant increase of not 
less than 70% in its consolidated profit attributable to ordinary equity holders for the year 
2021 as compared to that for the year 2020.  
 
In addition, Xtep also announced the operation data of 4Q2021. Xtep’s core brand products 
retail sell-through (including offline and online channels) grew by 20%-25% (mid-teens growth 
in 3Q2021), retail discount level stayed at 25%-20%, and inventory turnover was about 4 
months, which was flat QoQ. The core brand products retail sell-through increased by more 
than 30% in 2021, which was better than a high single-digit growth in the same period last 
year. The inventory turnover was about ~4 months, better than ~5 months in 2020. A strong 
increase in consolidated revenue for the 2021 driven by: (1) an over 30% growth in core Xtep 
brand’s revenue in second half of 2021 due to robust sales orders from distributors following 
our successful launch of signature functional and lifestyle products and retail channel upgrade 
during the Year; (2) accelerated revenue growth of the core Xtep brand’s e-commerce and 
kids’ businesses given the respective completed restructurings from branding, products to 
operations. An expansion in the gross profit margin of the core Xtep brand primarily 
attributable to (1) our continual effort in product innovations and better product offerings; 
and (2) a lower base of comparison triggered by the one-off inventory buy-back in 1H2020. 
 
RSV improvement in 4Q21 continued in Jan 2022 
Management mentioned an accelerated growth in FY2021E, which was a result of core brand 
channel upgrades, ramp up of 9th generation stores, focus on retail experience & launch 
brand story, which increasing the associated purchase rate and sales per unit area. Xtep’s ASP 
continued to rise as product and brand upgrades, including the launch of professional running 
shoes such as 160X and 260X series, and premium XDNA apparel such as the cross-over with 
Shaolin. In addition, kids/online grew faster after the completion of restructuring. 
 
Management also mentioned that Product sold-out rate remained robust, with 1Q2021 and 
2Q2021’s >80%, 3Q2021’s close to 80% and 4Q2021’s close to 60%. The RSV growth 
momentum remained from Jan to date, discount & channel inventory remained at a healthy 
level. 
 
Management noted that this strong growth momentum should have continued into 2022 
year-to-date, as the 1Q-3Q22 procurement orders from distributors witnessed ~30% YoY 
growth. Management expects the core brand topline growth will be >30% in 1H22 and >25% 
for 2022 as the base is relatively high in 2021H2. Revenue growth for athleisure brands (K-
Swiss, Palladium) and professional sports brands (Saucony, Merrell) to reach at least 30% and 
50% respectively, in 2022. 
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KEY FINANCIALS 

CNY mn FY19 FY20E FY21E FY22E 

Revenue  8,183   8,172   9,920   12,492  

Net profit  728   513   901   1,164  

Reported EPS  0.30   0.21   0.36   0.44  

P/E ratio, x 44.6 25.9 20.1 15.6 

Dividend Yield, % 1.3% 2.3% 2.8% 3.6% 

Source: Company reports, Phillip Securities Est. 
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Company valuation 
Xtep’s five-year plan (2021-2025) targets to deliver a CAGR of 23% in core brand sales 
to Rmb20bn in 2025. The new brand will grow at a CAGR of 30%, and the goal is to 
reach CNY 4 billion in 2025. Management is confident that core Xtep brand five-year 
sales growth target being on track, driven by: (1) running shoes sales remained very 
promising after expanding the premium running shoes products; (2) fast-growing Xtep 
kids robust sales trend of up >40% in 2021, recent trade fair continued the strong 
momentum > 50%; (3) new brands acquired in 2019 help expansion, and increase 
investment in private traffic online sales as well as continue to expand sales in an omni-
channel model. We expect the growth of Xtep to be higher than that of its peers, 
mainly due to its smaller base compared to other peer brands, and also see that the 
company's effectiveness in product upgrades, channel upgrades, brand upgrades and 
management upgrades. 
 
We expect 2022 estimated EPS to be RMB0.44 and our TP at HKD14.15, represents of 
26.0x forward P/E (estimate is more conservative than our last report in Sep. 2021). 
The valuation of Xtep at <1.x PEG, but already reflect a lot of positive factors to a 
certain extent. Thus, our investment rating maintain “Buy”. 
 
 
 
 
 

 
Risk factors 
1) Weak domestic growth and consumer spending in sportsware; 2) Intensified 
competition in the industry; and 3) Slower-than-expected in new brands development. 
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Current Price as of: 8 March 
Source： PSHK Est. 



 
 

Page | 4 | PHILLIPCAPITAL HONGKONG RESEARCH 

XTEP INTERNATIONAL 

 

INITIATION REPORT 

 

PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 
We do not base our recommendations entirely on the above quantitative return bands.  We consider qualitative factors like (but not limited to) a stock's 
risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative undertones 
surrounding the stock, before making our final recommendation 

 
GENERAL DISCLAIMER 

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and 

limitations set out below.  

 

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or 

consequential loss arising from any use of material contained in this publication.  

 

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis, 

forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief 

only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate, 

complete or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not 

have any responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will 

Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made 

available, even if it has been advised of the possibility of such damages.  

 

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time without 

prior notice.  

 

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 

particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a 

financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person, 

before making a commitment to invest in any of such products. 

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of judgment. The fact 

that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product described 

in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication involve 

significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all such risks 

are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect 

to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.  

 

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research 

should take into account existing public information, including any registered prospectus in respect of such security. 
 

Disclosure of Interest 
Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate serves as an officer of the listed corporation covered in this report. 

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1% or 

more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation. 
 
Availability 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where such 

distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or licensing or 

other requirement, or penalty for contravention of such requirements within such jurisdiction. 

 

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any 

loss occasioned by reliance placed upon the contents hereof.  PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of 

different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.   
©  2022 Phillip Securities (Hong Kong) Limited 

Total Return Recommendation Rating Remarks 

>+20% Buy 1 >20% upside from the current price 

+5% to +20% Accumulate 2 +5% to +20%upside from the current price 

-5% to +5% Neutral 3 Trade within  ± 5% from the current price 

-5% to -20% Reduce 4 -5% to -20% downside from the current price 

<-20% Sell 5 >20%downside from the current price 
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under 
the Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may 
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in 
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from 
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express 
or implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in 
this report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or 
to supply any corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time 
without prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made 
available constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or 
appropriate for the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be 
suitable for all investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an 
independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product 
should not be considered to be a disclosure of all risks or a complete discussion of such risks.  

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this 
report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but 
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading 
activities. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, 
employees or persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this 
report, and may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected 
to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided 
advice or investment services to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or 
options, purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the 
foregoing. Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between 
US dollars and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return 
of the investment.  

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise 
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, 
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons 
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this 
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or 
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of 
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.  

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any 
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a 
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the 
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.  

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities 
Research may determine in its absolute discretion. 
 
IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES 
Where the report contains research analyses or reports from a foreign research house, please note: 

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North 
Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection 
with, the analyses or reports; and 

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, 
expert investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports. 

 
 


