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Analyst Express 

Textiles & Apparel Sector Jan 2012 Report: Spring is drawing near — 
Brand Retail: Outperform (Reiterate); Processing & Manufacturing: 
Neutral (Reiterate) 

 Preview of the 2011 annual results: the brand apparel makers are expected to 

deliver excellent results in 2011, logging a 45%-plus average growth in net income. 

Net income growth rate of the men’s wear companies is expected to rise to 45%, that 

of the home textile companies is estimated at 40-60% albeit the slowing growth in 

4Q11; while the apparel makers with solid growth momentum may even register a 

70%-plus strong growth. During the same period, the processing & manufacturing 

companies are projected to maintain a ~15% average growth in net income, lower 

than in 1-3Q11. 

 Unveiling of the “12th Five-Year Plan” for textiles & apparel will promote the sector’s 

sustainable healthy development. The plan revised and slashed the aggregate 

objectives, lowering the average annual growth rates of industrial value added and 

fiber processing by 8% and 4.5%, respectively. During the 12th FYP period, the 

energy consumption per unit of industrial value added will be cumulatively reduced 

by 20%, and the pollutant emissions will drop 10% from 2010. Chinese government 

is expected to lend support to development of the chemical fiber, technical textiles, 

independent innovation and proprietary brands while maintain the export rebate ratio 

stable. 

 Brand apparel: sales rebounded in Dec as expected, and moderate performance is 

expected for 1Q12E. In Dec., retail sales of apparel, caps, shoes and knitwear by the 

enterprises above the designated size (“large-scale enterprises”) rose by 26.7% yoy 

(+4.2pcts MoM), and in full-year 2011, the retail sales of large-scale enterprises 

increased by 24%, thanks primarily to 1) the booming consumption of apparels 

driven by the increase of household income, 2) the price-driven increase of sales 

revenue and 3) the promotional sales before holidays. Sales of men’s wear kept 

relatively stable, and growth of the home textile sales slowed. Going ahead, we look 

to moderate performance in 1Q12E as 1) the price hike will reduce the sales volume, 

2) apparel sales will drop markedly after the holidays and 3) growth of orders placed 

at the 2012 autumn/winter collections trade fair eased compared to that at the 

spring/summer collections trade fair. It’s believed the growth rate of apparel sales will 

gradually stabilize since 2Q, reaching 19% in full-year 2012E. 

 Processing & manufacturing: greater pressure in 1H12E. Export of textiles and 

apparels increased by 20% yoy in 2011. And the enterprise profit dropped Q0Q in 

4Q11 amidst the slowing growth of textiles & apparel export. We expect the growth 

of export will slow down further in 1H12E and look to a slim chance in the hike of raw 

material prices.  

 Potential risks: 1. If the economic downslide beats forecast in 2012E, it will intensify 

the pressure on sales of textiles and apparel; 2. Continuous credit austerities will 

likely raise the financing cost of brand apparel dealers and in turn slow down the 

expansion of channels; 3. Possible volatility of the Rmb exchange rate and the risk 

of a lower export rebate ratio will increase the pressure against the processing and 

manufacturing companies. 

 

Principal Market Indices 

Change % 
Index Close 

1-d 5-d YTD

CSI 300 2422.19 -1.56 -0.6 3 

S&P/CITIC300 2033.24 -1.56 -0.7 3 

S&P/CITIC 50 1791.78 -1.31 0.3 4 

Shanghai Composite 2266.38 -1.39 -0.4 3 

Hang Seng Index 19686.92 0.30 2.8 7 

H-share index 10952.60 -0.09 4.1 10 

Red Chip 3838.41 -0.50 0.5 4 

Nikkei 225 8550.58 0.99 1.2 2 

Dow Jones  12578.95 0.78 0.9 2 

S&P 500 1308.04 1.11 1.2 4 

Nasdaq 2769.71 1.53 2.5 6 

DAX 6354.57 0.34 3.3 9 

CAC 3264.93 -0.15 1.9 4 

FTSE 100 5702.37 0.15 0.6 2 

BDI 926.00 -4.93 -22.4 -47 

Major mercantile futures 

Change % 
Futures 

Close 
(USD) 1-d 5-d YTD

NYME Oil 100.59  -0.12 -0.3 1 

NYME Gold 1659.90 0.26 1.7 8 

LME Copper 8234.75 0.49 6.0 11 

LME Aluminum 2181.50 -1.08 2.1 11 

LME Zinc 2002.00 0.05 3.4 9 

Spot silver 30.54  1.51 1.9 11 

Corn futures 593.50  -1.74 -9.0 -7 

Soybean futures 1183.50 0.00 -3.9 -1 

Wheat futures 592.25  -2.07 -7.4 -8 

Cotton futures 97.53  -0.67 0.6 6 
Rough rice 
futures 14.58  -1.52 -1.3 0 

Sugar 24.00  0.59 2.9 2 

Major foreign exchanges 

Change % 
FX Close 

1-D 5-D YTD

USD index 80.54  -0.79 -1.0 0 

USD-RMB 6.31  -0.07 0.0 0 

USD-JPY 76.78  -0.08 -0.2 -1 

EUR-USD 1.29  0.92 1.2 -1 

GBP-USD 1.54  0.49 0.6 0 

Major stock index futures in China 

Futures Chg% Basis Position
Chn in 

position 

IF1201 -2.04 5.21 6578 -12683

IF1202 -2.18 19.21 36775 6073 

IF1203 -1.72 34.61 8013 850 

IF1206 -1.45 54.81 2891 47 
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This research report is for information purposes only and should not be construed as an offer to sell or the solicitation of an offer to buy or sell any 

securities in any jurisdiction. The securities referred to in this research report may not be eligible for sale in some jurisdictions. The information contained in 
this research report has been compiled by CITIC Securities Brokerage (HK) Limited ("CSBHK") from sources that it believes to be reliable and (subject to 
the next paragraph) the opinions, analysis, forecasts, projections and expectations contained in this research report are based on such information and are 
expressions of belief only and no representation, warranty or guarantee is made or given by CSBHK or any other person as to its accuracy or 
completeness. All opinions and estimates expressed in this research report are (unless otherwise indicated) entirely those of CSBHK as of the date of this 
research report only and are subject to change without notice. Such opinions and estimates may be different from or contrary to the opinions presented by 
the other business departments, units or affiliates of CSBHK, as different assumptions and standards, different views and analytical methods may be 
adopted in the preparation of such other materials, and CSBHK is under no obligation to bring such other materials to the attention of any recipient of this 
research report.  Neither CSBHK nor its holding companies and affiliates accept any liability a whatsoever for any direct or consequential loss arising from 
any use of material contained in this research report or otherwise arising in connection therewith.  

Any investment referred to herein may involve significant risk, may be illiquid and may not be suitable for all investors. The value of or income from any 
investment referred to herein may fluctuate and be affected by changes in exchange rates. Past performance is not indicative of future results. This 
research report does not take into account the investment objectives, financial situation or particular needs of any particular person. Investors are expected 
to make their own investment decision without relying on this publication. Before entering into any transactions in any securities referred to in this research 
report, investors should consider their own individual investment objectives and financial situation and seek professional financial, tax and legal advice, as 
necessary. 

If this research report is being distributed by a financial institution other than CSBHK or its affiliates, that financial institution is solely responsible for its 
distribution.  Clients of that institution should contact that institution to effect a transaction in the securities mentioned in this research report or if they 
require further information.  This research report does not constitute investment advice by CSBHK to the clients of the distributing financial institution, and 
neither CSBHK, its holding companies, its affiliates, and their respective officers, directors and employees accept any liability whatsoever for any direct or 
consequential loss arising from their use of this research report or its content. 

This research report is strictly confidential to the recipient and is not intended for persons in places where the distribution or publication of this research 
report is not permitted under the applicable laws or regulations of such places. 

This research report may not be reproduced, distributed or published by any person for any purpose without the prior written consent of CSBHK. All 
rights are reserved.  

Regulatory disclosures 
 The research analysts primarily responsible for the preparation of all or part of this research report hereby certify that: (i) the views expressed in this 

research report accurately reflect the personal views of each such analyst about the subject securities and issuers; and (ii) no part of the analyst's 
compensation was, is, or will be directly or indirectly, related to the specific recommendations or views expressed in this research report.  

 This research report has been produced in its entirety by CSBHK (CE Number: AAE879, regulated by the Securities and Futures Commission in 
Hong Kong). This research report is being distributed in the United States by CSBHK pursuant to Rule 15a-6(a)(2) under the U.S. Securities 
Exchange Act of 1934 exclusively to "major U.S. institutional investors" as defined in Rule 15a-6 and the SEC no-action letters thereunder.  

 CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in 
relation to securities have no disclosable financial interests in the stocks reviewed in this research report. 

 CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in 
relation to securities have not received compensation from or mandates for investment banking services in the past 12 months from listed 
corporations whose stocks are being reviewed by CSBHK in this research report 

 CSBHK and each its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in 
relation to securities do not have an individual employed by or associated with them serving as an officer of a listed corporation whose stocks are 
being reviewed by CSBHK in this research report 

 CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in 
relation to securities are not market makers in the stocks reviewed by CSBHK in this research report. 

 Further information on the securities discussed in this research report is available upon request. 

Investment rating system 
Performance of stock or sector relative to MSCI-China over next 6 months after research publications 

  Rating Remark 

Buy Relative performance over MSCI-China Index >20% 

Overweight Relative performance over MSCI-China Index 5% ~ 20% 

Hold Relative performance over MSCI-China Index -10% ~ 5% 

Sell Relative performance over MSCI-China Index > -10% 

Stock rating 

NR Not rated 

Outperform Relative performance over MSCI-China Index >10% 

Neutral Relative performance over MSCI-China Index -10% ~10% Sector rating 

Underperform Relative performance over MSCI-China Index > -10% 
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