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Abstract

After the reform and opening up, China's manufacturing industry has become a
major manufacturing base in the world with its advantages of abundant labor force
and policy support. In order to have a stronger competitive advantage, many
manufacturing enterprises choose to expand by diversification, but they often face the
problem of over-diversification. Therefore, some enterprises began to carry out
refocused transformation, stripping off non-core businesses and focusing on the main
business. Some enterprises enhanced their competitive advantages and improved their
financial risks through refocused transformation, but many enterprises failed to
achieve the expected strategic goals, but lost the advantage of diversification.
Therefore, it is necessary to evaluate the change of financial risk in the process of
refocusing transformation.

This paper takes Hongdou shares in the garment industry as the research object,
and analyzes the change of its financial risk after realizing the refocused
transformation through the path of asset stripping. First of all, this paper introduces
the basic situation of Hongdou shares, and analyzes the development course,
implementation path and degree of its refocusing strategy. Secondly, Youngor, a
diversified enterprise, was selected as the comparison enterprise, and a single variable
was used to identify the financial risks of Hongdou Shares before the implementation
of the refocusing strategy, including financing risk, investment risk, operating risk,
growth risk and cash flow risk. Meanwhile, TOPSIS method of entropy weight was
used to build a financial risk evaluation model to quantify the financial risks before
and after the refocusing. To explore the impact of refocusing strategy on financial
risk. Finally, according to the risk factors existing in the process of refocusing
Hongdou shares, the paper puts forward targeted risk prevention measures.

This study found that Hongdou shares had certain financial risks before the
refocus, such as unreasonable financing structure, low investment efficiency, and high
cash flow pressure, etc. After the refocus strategy was implemented, the financial
risks of the company were significantly improved, especially the financing risks and
operational risks, but there were risk factors such as single financing channel,
insufficient R&D investment and large cash flow fluctuations. Based on this, this

paper puts forward risk prevention measures such as broadening financing channels



and increasing R&D investment, which will help Hongdou Stock control risks
scientifically in the process of strategic transformation, and also provide reference for
other over-diversified enterprises to implement refocusing strategies, so as to achieve

long-term development of enterprises.

Key words: refocusing strategy; financial risk; clothing enterprise
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