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COMPANY UPDATE

Sporting goods - Taiwan

Johnson Health Tech (1736.TW/1736 TT)

Eye on 3Q-4Q24F peak season

Outperform - Maintained
Price as of September 25 (NT$) 134.0
12M target price (NT$) 178.0
Previous target price (NT$) 108.0
Revised up (%) 64.8
Upside (%) 32.8

Key message

1. Demand from commercial segment clients
in 2H24F stronger than expected.

2. The US acquisition has turned a profit in
August, earlier than expected.

3. We forecast earnings to rise 189% YoY to
EPS of NT$6.75 this year, and by 39%
YoY to NT$9.41 in 2025F.

Trading data

Mkt cap (NT$bn/US$mn) 40.65/1,266
Qutstanding shares (mn) 303.4

Foreign ownership (mn) 30.79

3M avg. daily trading (mn) 0.90

52-week trading range (NT$) 64.10-134.0
Performance 3M 6M 12M
Absolute (%) 56.4 91.4 74
Relative (%) 56.9 78.7 35.7
Quarterly EPS
NT$ 1Q 2Q 3Q 4Q
2023 (2.14)A 1.10A 1.22A 2.16A
2024 (0.46)A 0.96A 1.98F 4.28F
2025 (0.00)F 1.45F 2.32F 5.66F
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Event

Johnson Health Tech (JHT) guides strong pull-in demand from commercial segment clients
in 2H24F, while profitability of the US acquisition has come earlier than expected.

Impact

Accelerating pull-in demand from commercial segment clients. JHT’s home fitness
equipment sales rose by 20-40% YoY in 2H23-1H24 thanks to strong replacement demand
in the global/ US home-use segment. Management now sees the commercial fitness
market catching up, driven by strong trends as low-cost gym chains expand more
aggressively on inflation-driven industry consolidation. Smart-Fit (BR), the largest gym
operator in Latin America, plans to open 150-170 clubs in 2H24F, up from 91 in 1H24.
Basic-Fit (NL), the low-cost gym leader in Europe, is considering franchising to ramp up
growth, with plans for 3,000-3,500 clubs in Europe by 2030F, doubling from 1,537
currently, along with further expansion outside Europe. JHT guides commercial segment
sales growth of 20% YoY in 2H24F, accelerating from 10-15% YoY in 1H24.

US acquisition profitability ahead of schedule. JHT acquired BowFlex (US), the world’s
third-largest home-use fitness equipment brand, in April this year. It spent only two weeks
installing systems, applications & products in data processing (SAP) software at BowFlex
and reopening BowFlex’s closed online stores. The acquisition turned a profit in August,
earlier than expected. Management guides sales contribution from BowFlex will rise to
NTS1.2bn in 4Q24F and NTS4bn in 2025F, versus NT$0.6bn in May-August. Near term,
September sales will be a bright spot. Management guides September sales will grow by
15-20% MoM, implying 30-35% YoY sales growth, up from 14% and 19% YoY in 1Q-2Q24.

Bright earnings growth outlook. To reflect JHT’s updated sales guidance and gross margin
uptrend on a diversifying production base, we revise up 2024-25F earnings estimates by
82% and 54% to EPS of NTS$6.75 and NTS$9.41, up 189% and 39% YoY, respectively. In peak
season of 3Q-4Q24F, we forecast respective earnings QoQ growth of 105% and 117%, for
EPS of NT$1.98 and NTS$4.28, up 62% and 99% YoY.

Valuation & Action

JHT’s shares have risen 56% over the past three months, outperforming the Taiex by 57%.
We believe accelerating sales and earnings growth in peak season will drive share upside.
We revise up our target price to NT$178, based on unchanged 22x 2024-25F average EPS.
Maintain Outperform.

Risks

Slow recovery of commercial product demand and rising competition.

Key financials and valuations

Dec-22A  Dec-23A Dec-24F Dec-25F Dec-26F
Revenue (NT$mn) 33,613 38,070 47,272 53,281 57,994
Gross profit (NT$Smn) 14,606 18,427 23,805 26,969 29,471
Operating profit (NT$mn) (215) 1,242 2,817 3,947 4,328
Net profit (NT$mn) 429 710 2,051 2,856 3,206
EPS (NT$) 1.42 2.34 6.75 9.41 10.56
Cash DPS (NT$) 0.60 1.00 2.50 3.00 3.00
EPS growth (%) 1024.5 65.3 188.3 393 12.2
PE (x) 945 57.2 19.8 14.2 12.7
PB (x) 43 42 3.8 33 29
EV/EBITDA (x) 53.9 19.6 10.2 7.9 6.9
Net debt to equity (%) 137.8 116.2 95.6 74.6 47.0
Dividend yield (%) 04 0.7 1.9 2.2 2.2
Return on average equity (%) 4.8 7.4 201 24.8 24.4

Source: Company data, KGI Research estimates
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Figure 1: Breakdown of 3Q-4Q24 forecast revisions vs. consensus

3Q24F 4Q24F
NT$mn Revision Previous Chg. (%) QoQ (%) YoY (%) Revision Previous Chg. (%) QoQ (%) YoY (%)
Sales 12,197 10,020 217 183 261 16,741 13,023 285 373 316
Gross profit 6,160 4,930 249 17.5 305 8,387 6,394 312 36.2 322
Operating income 866 581 490 1124 804 1,875 1,224 532 1165 484
Pretax income 798 532 50.1 69.0 421 1,731 859 1014 116.9 721
Net income 599 388 54 4 1049 62.0 1,298 653 987 1168 986
EPS (NT$) 1.98 1.28 54 4 104.9 62.0 428 2.16 98.7 116.8 98.6
Gross margin (%) 50.5 492 1.3 ppts (0-3)ppts 1.7 ppts 50.1 491 1.0 ppts (0.4)ppts 0.2 ppts
OP margin (%) 7.1 58 1.3 ppts 3.1 ppts 2.1 ppts 11.2 9.4 1.8 ppts 4.1 ppts 1.3 ppts
Net margin (%) 49 39 1.0 ppts 2.1 ppts 1.1 ppts 78 5.0 27 ppts 28 ppts 26 ppts

Source: Bloomberg; KGI Research estimates

Figure 2: Breakdown of 1Q-2Q25 forecast revisions vs. consensus

1Q25F 2Q25F
NT $mn Revision Previous Chg. (%) QoQ (%) YoY (%) Revision Previous Chg. (%) QoQ (%) YoY (%)
Sales 9,916 8,528 163 (408) 235 12,270 10,051 221 237 19.0
Gross profit 4,988 4179 194 (40.5) 241 6,258 4,945 265 255 19.4
Operating income 59 (9) - (96.8) - 687 281 1442 - 686
Pretax income (2) (3) - - - 628 288 1176 - 329
Net income (1) (23) - - - 440 210 109.1 - 50.5
EPS (NTS$) (0.00) (0.08) - - - 145 0.69 1091 - 505
Gross margin (%) 503 49.0 1.3 ppts 0.2 ppts 0.2 ppts 51.0 49.2 1.8 ppts 0.7 ppts 0.2 ppts
OP margin (%) 06 (0.1) 0.7ppts  (10.6)ppts 4.7 ppts 56 28 238 ppts 5.0 ppts 1.6 ppts
Net margin (%) (0.0) (0.3) 0.3 ppts (7.8)ppts 1.7 ppts 36 2.1 1.5 ppts 3.6 ppts 0.7 ppts
Source: Bloomberg; KGI Research estimates
Figure 3: Breakdown of 2024-26 forecast revisions vs. consensus
2024F 2025F 2026F
NT$mn Revision Previous Chg. (%) YoY (%) Consensus Diff. (%) Revision Previous Chg. (%) YoY (%) Consensus Diff. (%) KGI forecast YoY (%)
Sales 47,272 40,398 17.0 242 47,278 (0.0)f 53281 42,970 240 12.7 54,267 (1.8) 57,994 8.8
Gross profit 23,805 19,913 195 292 23,677 05 26,969 21,145 275 133 27,361 (1.4) 29471 93
Operating income 2,817 1,669 68.7 126.7 2,604 82 3,947 2,586 526 40.1 3,308 19.3 4328 96
Pretaxincome 2,951 1,608 83.5 1211 2,965 (0.5) 3,706 2,506 479 256 3,388 94 4161 123
Net income 2,051 1127 819 188.9 1,934 6.0 2,856 1,854 54.0 393 2,372 204 3,200 122
EPS (NTS) 6.75 371 819 188.9 6.37 6.0 941 6.11 54.0 39.3 7.81 204 10.56 12.2
Gross margin (%) 504 493 11ppts 2.0 ppts 501 03 ppts 50.6 492 14 ppts 03 ppts 504 0.2 ppts 508 02 ppts
OP margin (%) 6.0 41 18 ppts 2.7 ppts 55 0.5 ppts 74 6.0 14 ppts 14 ppts 6.1 13 ppts 75 0.1 ppts
Net margin (%) 43 28 15ppts  2.5ppts 41 0.2 ppts 54 413 10 ppts 1.0 ppts 44 10 ppts 55 0.2 ppts
Source: Bloomberg; KGI Research estimates
Figure 4: Accelerating store openings for Smart-Fit Figure 5: Smart-Fit membership growth
Smart-Fit store count, stores (LHS); YoY growth, percent (RHS) Smart-Fit membership, mn (LHS); YoY growth, percent (RHS)
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Figure 6: Continuous store expansion by Basic-Fit

Figure 7: Basic-Fit membership growth

Basic-Fit store count, stores (LHS); YoY growth, percent (RHS)
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Figure 8: Company profile Figure 9: Sales by application in 2023
Founded in 1975, Johnson Health Tech started out as an QEM Sales weighting, percent
partner for global gym equipment brands. It later entered own- Fuji

brand business and has become the world’s largest supplier of
commercial fitness equipment, with estimated market share of
14%. It sells via three own brands, with Vision Fitness targeting
the home-use market, while Horizon and Matrix are for the
commercial segment, including health clubs, hospitality, and

Home

corporations. Currently the commercial segment represents the
lion‘s share of sales at 71% in 2023, while home-use clients and
Fujiiryoki (JP) account for the remainder.

Commercial

Source: KGI Research Source: KGI Research
Figure 10: Sales Figure 11: EPS
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Figure 12: Gross Margin Figure 13: Rolling PE
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Figure 14: Operating Margin Figure 15: Rolling PB
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Income statement

Quarterly Annually
Mar-24A Jun-24A Sep-24F Dec-24F Mar-25F Jun-25F Sep-25F Dec-25F| Dec-24F Dec-25F Dec-26F
Income statement (NT$mn)
Revenue 8,026 10,308 12,197 16,741 9,916 12,270 13,040 18,054 47,272 53,281 57.994
Cost of goods sold (4,008) (5,067) (6,038) (8,354) (4,928) (6,012) (6416) (8955)| (23.467) (26,311) (28,523)
Gross profit 4,018 5,241 6,160 8,387 4,988 6,258 6,625 9,099 | 23,805 26,969 29,471
Operating expenses (4,350) (4,833) (5294) (6,512) (4,928 (5571) (5627) (6,897) (20,988) (23,022) (25,144)
Operating profit (332) 408 866 1,875 59 687 998 2,203 2,817 3,947 4,328
Depreciation of fixed assets (380) (382) (522) (804) (560) (560) (560) (560) (2,088) (2,242) (2.413)
Amortisation of intangible assets (30) (16) 22) (20) (22) (22) (22) (22) (87) (87) 87)
EBITDA 78 806 1,410 2,699 642 1,269 1,580 2,785 4,992 6,276 6,828
Interest income 79 86 39 (49) 39 39 39 39 154 156 196
Investment income - - - - - - - - - - -
Other non-op income 24 2 29 27 20 22 21 22 82 85 90
Non-operating income 103 88 68 (22) 59 61 60 61 236 241 286
Interest expense (80) (112) (86) (65) (80) (80) (80) (80) (342) (320} (292)
Investment loss - - - - - - - - - - -
Other non-op expenses 258 89 (50) (57) 41) 41) 41) 41) 240 (162) (160)
Non-operating expenses 178 (23) (136) (122) (120) (120) (120) (120) (102) (482) (452)
Pre-tax profit (50) 472 798 1,731 2 628 937 2143 | 2951 3706 4,161
Current taxation (88) (180) (199) (433) 0 (188) (234) (429) (901) (851) (956)
Minorities 0 0 0 (0) 0 0 0 0 1 1 1
Normalised net profit (138) 292 599 1,298 (1) 440 703 1,715 2,051 2,856 3,206
Extraordinary items (0) 0 - (0) - - - - - - -
Net profit (138) 292 599 1,298 (1) 440 703 1,715 2,051 2,856 3,206
EPS (NT$) (0.46) 0.96 1.98 428 (0.00) 1.45 2.32 5.66 6.75 9.41 10.56
Margins (%)
Gross profit margin 50.1 50.8 50.5 50.1 50.3 51.0 50.8 50.4 504 50.6 50.8
Operating margin 4.1) 4.0 7.1 11.2 0.6 5.6 7.7 12.2 6.0 7.4 7.5
EBITDA margin 1.0 7.8 11.6 16.1 6.5 10.3 121 154 10.6 1.8 11.8
Pretax profit margin (0.6) 4.6 6.5 10.3 (0.0) 5.1 7.2 1.9 6.2 7.0 7.2
Net profit margin (1.7) 2.8 49 7.8 (0.0 36 5.4 9.5 4.3 5.4 55
Sequential growth (%)
Revenue growth (36.9) 28.4 18.3 37.3 (40.8) 237 6.3 38.4
Gross profit growth (36.7) 304 17.5 36.2 (40.5) 255 59 37.4
Operating profit growth (126.3) 112.4 116.5 (96.8) 10549 452 120.8
EBITDA growth (95.2) 935.2 75.0 91.4 (76.2) 97.8 24.5 76.3
Pretax profit growth (105.0) 69.0 116.9 (100.1) 493 128.7
Net profit growth (121.1) 104.9 116.8 (100.1) 59.9 143.9
YoY growth (%)
Revenue growth 14.1 19.4 26.1 316 235 19.0 6.9 7.8 24.2 127 8.8
Gross profit growth 22 28.1 30.5 32.2 241 19.4 7.5 8.5 29.2 13.3 9.3
Operating profit growth (43.8) 357.9 80.4 48.4 68.6 15.2 17.5 126.7 40.1 9.6
EBITDA growth 86.8 63.0 66.4 7245 57.5 121 3.2 89.1 25.7 8.8
Pretax profit growth (93.0) 2.4) 421 721 (96.2) 329 17.4 238 1211 25.6 123
Net profit growth (78.7)  (12.4) 620 98.6 (99.0) 50.5 17.5 32.1 188.9 393 122

Source: Company data, KGl Research estimates
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Balance sheet Profit & loss
NTSmn Dec-22A Dec-23A  Dec-24F Dec-25F Dec-26F NTSmn Dec-22A Dec-23A Dec-24F Dec-25F Dec-26F
Total assets 38,866 36,422 39,568 41,520 43,095 Revenue 33,613 38,070 47,272 53,281 57,994
Current assets 26,419 23,610 28,090 31,283 34,318 Cost of goods sold (19,007) (19,642) (23467) (26,311) (28523)
Cash & ST securities 3,540 2,372 2,318 2,438 3,522 Gross profit 14,606 18,427 23,805 26,969 29,471
Inventory 11,808 9,039 11,221 12,903 14,066 Operating expenses (14,821) (17,185) (20,988) (23,022) (25,144)
Accounts receivable 8,778 10.563 12,916 14,305 15,094 Operating profit (215) 1,242 2,817 3,947 4,328
Other current assets 2,293 1.636 1,636 1.636 1,636 Non-operating income 199 234 236 241 286
Non-current assets 12,447 12,812 11,478 10,238 8,778 Interest income 165 194 154 156 196
LT investments 46 44 44 44 44 Investment income - - - - -
Net fixed assets 4,494 4,581 3,246 2,006 546 Other non-op income 34 40 82 85 90
Other assets 7.907 8,187 8,187 8,187 8,187 Non-operating expenses 319 (142) (102) (482) (452)
Total liabilities 29,384 26,772 28,825 29,253 29,117 Interest expense (256) (377) (342) (320) (292)
Current liabilities 24,800 18,124 21,043 22,182 23,310 Investment loss - - - - -
Accounts payable 4,758 4,333 6,732 7,785 8,987 Other non-op expenses 576 235 240 (162) (160)
Interest bearing ST liabilities 14,151 7,599 7.465 7177 6,939 Pre-tax profit 304 1,334 2,951 3,706 4,161
Other current liahilities 5,891 6,192 6,845 7.221 7.384 Current taxation (79) (625) (901) (851) (956)
Non-current liabilities 4,584 8,648 7,782 7,070 5,807 Minorities 204 0 1 1 1
Long-term debt 2,447 5,959 5,093 4,382 3,119 Extraordinary items - (0) - - -
QOther L-T liabilities 892 780 780 780 780 Net profit 429 710 2,051 2,856 3,206
Total equity 9,482 9,649 10,744 12,268 13,978 EBITDA 992 2,640 4,992 6,276 6,828
Share capital 3,036 3,036 3,036 3,036 3,036 EPS (NT$) 1.42 2.34 6.75 9.41 10.56
Retained earnings reserve 4,227 5,032 6,127 7.651 9,362
Minarity interests 7 7 6 6 5 Cash flow
Preferred shareholders funds - - - - -
NTSmn Dec-22A Dec-23A  Dec-24F Dec-25F Dec-26F
. Operations cash flow 392 3,843 2,090 3,166 4,956
Key ratios Net profit 429 710 2,051 2,856 3,206
Dec-22A Dec-23A Dec-24F Dec-25F Dec-26F Depreciation & amortisation 1,207 1,398 2,175 2,329 2,500
Growth Decrease in working capital (1,159) 458 (2,136) (2,019) (750)
Revenue growth 9.2% 13.3% 24.2% 12.7% 8.8% Other operating cash flow (85) 1,277 - - (0)
Operating profit growth (239.4%) 126.7% 40.1% 9.6% Investing cash flow (668) (681) (841) (1,089) (1,040)
EBITDA growth (17.0%) 166.3% 89.1% 25.7% 8.8% Sale of ST investment - - - - -
Net profit growth 1024.6% 65.5% 188.9% 39.3% 12.2% New investments - - - - -
EPS growth 1024.5% 653% 188.3% 39.3% 12.2% Capital expenditure (408) (650) (754)  (1,002) (953)
Profitability Others investing cashflow (260) (31) 87) (87) (87)
Gross profit margin 43.5% 48.4% 50.4% 50.6% 50.8% Free cash flow (601) 1,774 1,156 2,261 4,043
Operating margin (0.6%) 3.3% 6.0% 74% 7.5% Financing cash flow 847 (3.871) (1.303) (1,957) (2.832)
EBITDA margin 3.0% 6.9% 10.6% 11.8% 11.8% Increase in short term debt 4,677 (7,187)
Net profit margin 1.3% 1.9% 4.3% 5.4% 5.5% Increase in long term loans 273 4,638 (1,000) (1,000) (1,500)
Return on average assets 1.2% 1.9% 5.4% 7.0% 76% New ordinary shares issued - -
Return on average equity 4.8% 7.4% 201%  24.8% 24.4% Ordinary dividends paid (151) (182) (303) (956)  (1,331)
Stability Other financing cashflow (3,952) (1,141) (1) (1) (1)
Gross debt to equity 175.0% 140.5% 1169% 942% 72.0% Forex effects 345 (481)
Net debt to equity 1378% 116.2% 956%  746% 47.0% Total cash generated 916 (1,190) (54) 120 1,084
Interest coverage (x) 2.2 45 96 126 15.2
Interest & ST debt coverage (x) 0.0 0.1 0.3 0.3 03 ROIC
Cash flow interest coverage(x) 1.5 10.2 6.1 9.9 16.9
Cash flowsint. & ST debt () 0.0 05 03 04 07 Dec:22A Dec:23A  Dec24F Dec:25F  Dec26F
Current ratio (x) 1.1 13 13 14 15 1-COGSrevenue
) K - Operating exp./revenue 441 % 45.1% 44 4% 43.2% 43.4%
Quick ratio (x) 06 08 08 08 02 = Operating margin (06%) 33%  60% 74%  7.5%
Net debt (NT$mn) 13,067 11.217 10,271 9,151 6,567
P:PrSs?;Tr:)data T - crs ea 10ss 1/(Working capitalirevenue 0.4 03 03 03 02
+ Net PPE/frevenue 0.1 0.1 01 0.0 0.0
CFPS (NTS) 1.30 12.68 6.88 1043 16.32 + Other assets/revenue) 0.0 0.0 00 0.0 0.0
BVPS (NT$) 31.21 31.76 35.36 40.39 46.02 _ ital t 1‘9 2'4 2'9 3'2 3'7
Adj BVPS (NTS) 3131 3183 3536 4039 4602 = Capital tumover : : : : :
x Capital turnover 19 24 29 32 37
Ai:;:?tSPS (NT$) 060 1.00 230 300 3.00 x(1f - tax rate) 741%  532%  695% 77.0%  77.0%
Sales /avg assets 0.91 101 1.24 1.31 1.37 S_ojr:::r;zf);ssvl; data, KGI Research estf(mofte/z) 2 20k 2% A
Days receivable 95.3 101.3 100.0 93.0 95.0 ’
Days inventory 2268 168.0 175.0 179.0 180.0
Days payable 91.4 805 105.0 108.0 115.0
Cash cycle 2307 188.7 170.0 169.0 160.0

Source: Company data, KGI Research estimates
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Johnson Health Tech - Recommendation & target price history

amm Price Close Date Rating Target Price
147 2024-0521  Outperform 108.0  93.3
137 2 & g 2024-04-26  Outperform 93.3 82.2
127 2023-07-11  Outperform 104.0 76.2
7 2023-03-14  Outperform 90.0 643
107 2022-11-10 Outperform 950  64.3
& 20220908  Outperform 950  67.1
87
77
67
Woutperiom | [ Underperform Restricted Not Rated
Sep-23 Nov-23 Jan-24 Mar-24 May-24 Jul-24

Source: TEJ, KGI Research

All the above named KGI analyst(s) is SFC licensed person accredited to KGI Asia Ltd to carry on the relevant
regulated activities. Each of them and/or his/her associate(s) does not have any financial interest in the
respectively covered stock, issuer and/or new listing applicant.

All the information contained in this report is not intended for use by persons or entities located in or residing in jurisdictions which restrict the distribution of this information by KGI Asia
Limited (“KGI”) or an affiliate of KGI. Such information shall not constitute investment advice, or an offer to sell, or an invitation, solicitation or recommendation to subscribe for or invest
in any securities or investment products or services nor a distribution of information for any such purpose in any jurisdiction. In particular, the information herein is not for distribution and
does not constitute an offer to sell or the solicitation of any offer to buy any securities in the United States of America, or to or for the benefit of United States persons (being residents of the
United States of America or partnerships or corporations organised under the laws of the United States of America or any state, territory or possession thereof). All the information contained

Disclaimer

in this report is for general information and reference purpose only without taking into account of any particular investor’s objectives, financial situation or needs. Such information is not
intended to provide professional advice and should not be relied upon in that regard.

Some of KGI equity research and earnings estimates are available electronically on www.kgi.com.hk. Please contact your KGI representative for information. The information and opinions
in this report are those of KGI internal research activity. KGI does not make any representation or warranty, express or implied, as to the fairness, accuracy, completeness or correctness of
the information and opinions contained in this report. The information and opinions contained in this report are subject to change without any notice. No person accepts any liability
whatsoever for any loss however arising from any use of this report or its contents. This report is not to be construed as an invitation or offer to buy or sell securities and/or to participate in
any investment activity. This report is being supplied solely for informational purposes and may not be redistributed, reproduced or published (in whole or in part) by any means for any
purpose without the prior written consent of KGI. Members of the KGI group and their affiliates may provide services to any companies and affiliates of such companies mentioned herein.
Members of the KGI group, their affiliates and their directors, officers and employees may from time to time have a position in any securities mentioned herein.

2 Ootober 2024 7



