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Maintain BUY 
• Maintain BUY, target price S$0.39.  Forecasts unchanged.  
• We expect 2HFY10 net profit to fall 33% yoy due to higher selling and 

general expenses and higher tax rate. Pre-tax profit decline could be 
lower at 22% yoy. 

• Fund raising can be expected if valuation improves as the Company 
still has room to grow. 

 
9M results within expectation 
• 9MFY10 net profit/sales formed 76.2%/80.5% of our full year forecast 

respectively. 
• We were not surprised by the sharp 48.3% yoy decline in 3Q10 net 

profit as this was due to higher A&P for brand repositioning and higher 
effective tax rates which we had previously flagged in our 2Q10 results 
commentary.   

• Effective tax rate was again slightly higher at 27.5% versus our 
expectation of 27.0%.    

 
Results summary 

3QFY10 3QFY09 yoy Chg 2QFY10 qoq Chg 9MFY10 9MFY09 yoy Chg
(%) (%) (%)

Revenue (RMB mil) 229.4 227.6 0.8 228.8 0.3 717.9 610.2 17.6
Gross profit (RMB mil) 64.2 69.9 (8.2) 66.5 (3.5) 212.8 185.4 14.8
Net profit (RMB mil) 20.4 40.2 (49.2) 21.2 (3.7) 77.0 100.9 (23.7)
EPS (RMB cts) 4.9 9.7 (49.3) 5.11 (3.7) 18.6 24.7 (25.0)
NAV (RMB $) 1.24 1.03 20.8 1.19 4.2 1.24 1.03 20.4
Source: Company, CIMB-GK Research

Profit ratios
3QFY10 3QFY09 yoy Chg 2QFY10 qoq Chg 9MFY10 9MFY09 yoy Chg

in ppt in ppt in ppt
Gross profit margin (%) 28.0 30.7 (2.7) 29.1 (1.1) 29.6 30.4 (0.7)
Net profit margin (%) 8.9 17.7 (8.8) 9.3 (0.4) 10.7 16.5 (5.8)
Source: Company, CIMB-GK Research

Balance sheet ratios
3QFY10 2QFY10 1QFY10 4QFY09 3QFY09 2QFY09 1QFY09

Net cash per share (Sing cts) 8.8 7.8 6.6 7.6 6.6 13.5 10.9
ROE (%)* 20.0 22.9 29.6 28.4 31.6 30.7 31.4
AR days 91 92 83 79 77 42 44
Inv Days 5 10 6 7 29 24 34
AP Days 11 20 9 8 15 28 24
Cash cycle (days)* 85 82 80 78 91 38 54
Current ratio (x) 6.9 5.4 6.7 8.3 5.8 4.1 4.3
Quick ratio (x) 6.8 5.2 6.5 8.0 5.1 3.8 3.7
Source: Company, CIMB-GK Research
* annualised where relevant  
 
Progress … 
• On 13th January, China Eratat announced that it will be seeking 

shareholders’ approval in July 2010 to change its name to “China 
Eratat Fashion Limited” from its previous name of “China Eratat Sports 
Fashion Limited”. As at 9M10, ‘casual’ products’ contribution to 
revenue increased to 68% of sales versus 41% in 9M09. 

• On branding, we understand that the Group is exploring a new TV 
program with CCTV in 1HCY10. The difference this time is that this 
could be on a national scale. We believe the time is ripe for China 
Eratat to adopt a “fresh” advertising campaign. 

• ASP continues to increase with Eratat brand footwear ASP up 18% 
yoy and Eratat brand apparel up 50% yoy. We expect further ASP 
increase as the brand positioning improves.    

 
 
 
 
 
 
 

Potential pitfalls … 
• On risks, our key concern remains cash management. China Eratat 

has announced that it has decided to postpone the expansion plan for 
production facilities. Instead, the unused funds will be allocated to 
working capital purpose. 

• Given the ongoing strategizing of its retail points and plans to increase 
the number of mega stores which will be supported via longer credit 
period granted to distributors, working capital requirements will rise. 

• A&P expenses could be a wild card too as the new advertising 
program is on a national scale and will likely cost more. 

 
Forecasts summary 
FYE Mar 2008 2009 2010F 2011F 2012F
Revenue (RMB m) 453.0              777.3              892.2              1,024.0           1,182.4           
EBITDA (RMB m) 83.6                 150.3              142.3              177.5              213.2              
EBITDA margins (%) 18.4                 19.3                 16.0                 17.3                 18.0                 
Pretax profit (RMB m) 80.2                 146.8              138.4              173.8              209.7              
Net profit (RMB m) 70.2                 125.9              100.4              126.8              153.1              
EPS (RMB fen) 24.2                 30.8                 24.2                 30.6                 36.9                 
EPS growth (%) +73% +27% -21% +26% +21%
P/E (x) 3.6                   2.8                   3.6                   2.9                   2.4                   
EPS (RMB fen) 24.2                 30.8                 24.2                 23.7                 28.5                 
FD P/E (x) 3.6                   2.8                   3.6                   3.7                   3.1                   
Gross DPS (RMB fen) -                  1.5                   4.8                   -                  -                  
Dividend yield (%) - 1.7                   5.5                   - -
P/NTA (x) 1.8                   0.9                   0.7                   0.6                   0.5                   
ROE (%) 72.4                 41.5                 20.7                 21.6                 21.0                 
Net gearing (%) (2.8)                 (34.8)               (31.1)               (35.0)               (37.9)               
Net cash per share (RMB fen) 1.6 37.2 39.2 54.9 73.4
P/CF (x) 3.5                   2.8                   3.5                   2.8                   2.3                   
EV/EBITDA (x) 2.5                   1.4                   1.5                   1.2                   1.0                    
 
Peer valuation 

3-yr EPS P/BV ROE Div 
Bloomberg Mkt cap CAGR  (x) (%) yield (%)

ticker (US$ m) CY2010 CY2011 (%) CY2010 CY2010 CY2010
Anta 2020 HK 3,414 16.6 13.5 24.6 3.9 25.5 2.4 
Dongxiang 3818 Hk 3,743 15.0 13.1 16.2 2.9 21.1 2.0 
Li Ning 2331 HK 3,338 19.5 17.1 22.6 6.6 38.0 2.1 
XTEP International 1368 HK 1,433 15.9 13.0 18.8 3.6 23.9 4.1 

HK-listed peer average 16.7 14.2 20.6 4.2 27.1 2.6 
Xingquan XISH Mk 102 2.7 2.2 8.8 0.8 38.4 5.6 

Malaysia listed peer average 2.7 2.2 8.8 0.8 38.4 5.6 
Hongxing CHHS SP 348 8.4 6.1 (4.9) 0.6 6.8 1.2 
China Sports int CSPORT SP 102 8.2 7.6 na 0.5 6.6 2.2 
China Eratata CERAT SP 53 3.0 2.5 23.1 0.6 21.4 5.6 

Singapore listed peer average 6.5 5.4 9.1 0.6 11.6 3.0 
Addidas ADS GR 10,743 15.4 15.4 34.1 2.2 12.4 1.3 
ASICs 7936 JP 1,997 15.4 13.2 20.6 1.8 11.0 1.1 
Mizuno 8022 JP 637 16.2 17.3 28.2 0.7 3.9 2.2 
Nike NKE US 31,502 16.2 14.3 8.5 3.4 19.0 1.6 

Global brandname peer average 15.8            15.0            22.8            2.0              11.6            1.6              
Source: CIMB-GK Research, Bloomberg
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DISCLAIMER 
 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. 
By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set forth below and 
agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any failure to comply with these limitations may 
constitute a violation of law. This publication is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, 
photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, 
for any purpose without the prior written consent of CIMB. 
CIMB, its affiliates and related companies, their directors, associates, connected parties and/or employees may own or have positions in securities of the company(ies) 
covered in this research report or any securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities. 
Further, CIMB, its affiliates and its related companies do and seek to do business with the company(ies) covered in this research report and may from time to time act as 
market maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them from customers on a principal basis and 
may also perform or seek to perform significant investment banking, advisory or underwriting services for or relating to such company(ies) as well as solicit such 
investment, advisory or other services from any entity mentioned in this report. The views expressed in this report accurately reflect the personal views of the analyst(s) 
about the subject securities or issuers and no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific 
recommendations(s) or view(s) in this report. CIMB prohibits the analyst(s) who prepared this research report from receiving any compensation, incentive or bonus 
based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular company. However, the analyst(s) may receive 
compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or the performance of his/their recommendations and the 
research personnel involved in the preparation of this report may also participate in the solicitation of the businesses as described above. In reviewing this research 
report, an investor should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest. Additional information is, 
subject to the duties of confidentiality, available on request. 
The term “CIMB” shall denote where applicable the relevant entity distributing the report in that particular jurisdiction where mentioned specifically below shall be a CIMB 
Group Sdn Bhd’s affiliates, subsidiaries and related companies. 
 

(i) As of 3 February 2010, CIMB  has a proprietary position in the following securities in this report: 
(a)  - 

(ii) As of  4 February 2010, the analyst, William Tng who prepared this report, has / have an interest in the securities in the following company or companies covered 
or recommended in this report: 
(a) - 

 

The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report. This report does not purport 
to contain all the information that a prospective investor may require. CIMB or any of its affiliates does not make any guarantee, representation or warranty, express or 
implied, as to the adequacy, accuracy, completeness, reliability or fairness of any such information and opinion contained in this report and accordingly, neither CIMB 
nor any of its affiliates nor its related persons shall be liable in any manner whatsoever for any consequences (including but not limited to any direct, indirect or 
consequential losses, loss of profits and damages) of any reliance thereon or usage thereof. 
This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CIMB and its affiliates’ clients generally and 
does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. The 
information and opinions in this report are not and should not be construed or considered as an offer, recommendation or solicitation to buy or sell the subject securities, 
related investments or other financial instruments thereof. 
Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual investment objectives, 
financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, financial, tax and other aspects before 
participating in any transaction in respect of the securities of company(ies) covered in this research report. The securities of such company(ies) may not be eligible for 
sale in all jurisdictions or to all categories of investors. 
Australia: Despite anything in this report to the contrary, this research is provided in Australia by CIMB-GK Research Pte. Ltd. (“CIMB-GK”) and CIMB-GK notifies each 
recipient and each recipient acknowledges that CIMB-GK is exempt from the requirement to hold an Australian financial services licence under the Corporations Act 
2001 (Cwlth) in respect of financial services provided to the recipient. CIMB-GK is regulated by the Monetary Authority of Singapore under the laws of Singapore, which 
differ from Australian laws. This research is only available in Australia to persons who are “wholesale clients” (within the meaning of the Corporations Act 2001 (Cwlth)) 
and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other person. This research has been prepared without 
taking into account the objectives, financial situation or needs of the individual recipient. 
France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to subscribe to, or 
used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it is not intended as a solicitation for 
the purchase of any financial instrument. 
Hong Kong: This report is issued and distributed in Hong Kong by CIMB Securities (HK) Limited (“CHK”) which is licensed in Hong Kong by the Securities and Futures 
Commission for Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) activities. Any investors wishing to purchase or 
otherwise deal in the securities covered in this report should contact the Head of Sales at CIMB Securities (HK) Limited. The views and opinions in this research report 
are our own as of the date hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Services 
Authority apply to a recipient, our obligations owed to such recipient therein are unaffected. CHK has no obligation to update its opinion or the information in this 
research report. 
This publication is strictly confidential and is for private circulation only to clients of CHK. This publication is being supplied to you strictly on the basis that it will remain 
confidential. No part of this material may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed or passed on, directly 
or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CHK. Unless permitted to do so by the securities laws of Hong 
Kong, no person may issue or have in its possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document relating 
to the securities covered in this report, which is directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong (except if permitted to 
do so under the securities laws of Hong Kong). 
Indonesia: This report is issued and distributed by PT CIMB Securities Indonesia (“CIMBI”). The views and opinions in this research report are our own as of the date 
hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Services Authority apply to a recipient, 
our obligations owed to such recipient therein are unaffected. CIMBI has no obligation to update its opinion or the information in this research report.  
This publication is strictly confidential and is for private circulation only to clients of CIMBI. This publication is being supplied to you strictly on the basis that it will remain 
confidential. No part of this material may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed or passed on, directly 
or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CIMBI. Neither this report nor any copy hereof may be distributed 
in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesia residents except in compliance with applicable Indonesian capital market laws 
and regulations. 
Malaysia: This report is issued and distributed by CIMB Investment Bank Berhad (“CIMB”). The views and opinions in this research report are our own as of the date 
hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Services Authority apply to a recipient, 
our obligations owed to such recipient therein are unaffected. CIMB has no obligation to update its opinion or the information in this research report. 
This publication is strictly confidential and is for private circulation only to clients of CIMB. This publication is being supplied to you strictly on the basis that it will remain 
confidential. No part of this material may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed or passed on, directly 
or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CIMB. 



New Zealand: In New Zealand, this report is for distribution only to persons whose principal business is the investment of money or who, in the course of, and for the 
purposes of their business, habitually invest money pursuant to Section 3(2)(a)(ii) of the Securities Act 1978. 
Singapore: This report is issued and distributed by CIMB-GK Research Pte Ltd (“CIMB-GKR”). Recipients of this report are to contact CIMB-GKR in Singapore in 
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reproduced in any form by any means or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior 
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As of 3 February 2010 CIMB-GK Research Pte Ltd does not have a proprietary position in the recommended securities in this report. 
 

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The distribution of this report is not 
an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described herein and may not be forwarded to the public in 
Sweden. 
Taiwan: This research report is not an offer or marketing of foreign securities in Taiwan. The securities as referred to in this research report have not been and will not 
be registered with the Financial Supervisory Commission of the Republic of China pursuant to relevant securities laws and regulations and may not be offered or sold 
within the Republic of China through a public offering or in circumstances which constitutes an offer within the meaning of the Securities and Exchange Law of the 
Republic of China that requires a registration or approval of the Financial Supervisory Commission of the Republic of China. 
Thailand: This report is issued and distributed by CIMB Securities (Thailand) Ltd (“CIMBS”). The views and opinions in this research report are our own as of the date 
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limited number of institutional investors and must not be provided to any person other than the original recipient and may not be reproduced or used for any other 
purpose. Further, the information contained in this report is not intended to lead to the sale of investments under any subscription agreement or the conclusion of any 
other contract of whatsoever nature within the territory of the United Arab Emirates. 
United Kingdom: This report is being distributed by CIMB Securities (UK) Limited only to, and is directed at selected persons on the basis that those persons are (a) 
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investments of this type or (b) high net worth entities, and other persons to whom it may otherwise lawfully be communicated, falling within Article 49(1) of the Order, (all 
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United States: This research report is distributed in the United States of America by CIMB Securities (USA) Inc, a U.S.-registered broker-dealer and a related company 
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mentioned securities please contact a registered representative of CIMB Securities (USA) Inc. 
Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional, institutional or 
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RETAIL RESEARCH RECOMMENDATION FRAMEWORK 

 

STOCK RECOMMENDATIONS   SECTOR RECOMMENDATIONS 
BUY: The stock's total return is expected to be +15% or better over the next 
three months. 

  OVERWEIGHT: The industry, as defined by the analyst's coverage universe, 
has a high number of stocks that are expected to have total returns of +15% or 
better over the next three months. 

HOLD: The stock's total return is expected to range between +15% and -15% 
over the next three months. 

  NEUTRAL: The industry, as defined by the analyst's coverage universe, has 
either (i) an equal number of stocks that are expected to have total returns of 
+15% (or better) or -15% (or worse), or (ii) stocks that are predominantly 
expected to have total returns that will range from +15% to -15%; both over the 
next three months. 

SELL: The stock's total return is expected to be -15% or worse over the next 
three months. 

  UNDERWEIGHT: The industry, as defined by the analyst's coverage universe, 
has a high number of stocks that are expected to have total returns of -15% or 
worse over the next three months. 

CIMB-GK Research Pte Ltd  (Co. Reg. No. 198701620M) 
 
 
 
 
 
 
 


