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China Technology Sector

Accessing potential risks of recent power shortage to
Chinatech supply chain

Given recent power outages announced in Jiangsu and Guangdong provinces,
media reported that some factories are required to limit energy consumption and
halt production this week until 30 Sep or early Oct. Although we believe one-week
production disruption will not lead to significant impact on supply chain, this
incident remains a major overhang to the sector given that 3Q21 is restocking
peak season for most downstream products. In this report, we have compiled a
list of production locations of major A/H tech companies (Fig 1, 2), and identified
names with high exposure to these regions based on NDRC's dual control system
on energy consumption and energy intensity. Overall, we remain conservative on
the sector in near term, given concerns on weak iPhonel3 sell-through and lack
of near-term catalysts. We suggest investors accumulate deep-value names by
mid-Oct, after more clarity on sell-through and power shortage incident.

B Accessing plant exposurein Jiangsu and Guangdong. Jiangsu (Kunshan,
Suzhou) is major manufacturing hub for handset/PC components, such as
semi, CCL/PCB, casing, connector and camera module. Based on our
analysis, listed companies with higher exposure to Jiangsu region include
AAC Tech, FIT Hon Teng, Q-tech and Everwin. For Guangdong, many
handset/PC OEM and component companies have production capacity in
Shenzhen and Dongguan. Listed cos with higher exposure to Guangdong
include O-Film, BYDE, Cowell, TK Group and Lenovo.

B Near-term overhang on power shortage and sell-through weakness. As
technology supply chain is highly integrated and globalized, we believe
recent power shortage may lead to supply chain disruption in 4Q21E if the
situation worsens and persists into October. In the past two months, sector
weakness was mainly due to slower-than-expected order restocking amid
global handset demand weakness and semi shortage due to COVID-19
lockdown in SouthEast Asia, such as Malaysia and Vietnam.

B Awaiting for more visibility on iPhone 13 sales and power suspension.
Overall, we maintain our conservative view in 2H21E as stated in our iPhone
13 note, given concerns on weak consumer demand, semi shortage and lack
of near-term catalysts. We suggest investors revisit deep-value names in
mid-Oct, when there is more visibility on iPhone 13 sell-through and impact
from power shortage incidents. We prefer Apple names with share gain, such
as BYDE for Apple share gain and iPad/Watch components, and we maintain
HOLD on AAC Tech for margin concerns and Sunny Optical for fair valuation.

Valuation Table
P/B (x) ROE
(USDmn) (LC) (LC) -side FY21E FY22E FY21E FY21E
5,752 37.10 453 22% 19.2 17.3 1.8 9.1
28,634203.20 210.1 3% 369 289 118 252
8,120 27.95 495 77% 143 10.0 26 155
1,722 11.32 220 94% 11.1 9.3 31 231
322 301 41 36% 47 47 1.9 200

Mkt Cap Price TP  yp/Down P/E (x)

Ticker Rating

AAC Tech 2018 HK  Hold
Sunny Optical 2382 HK  Hold
BYDE 285 HK Buy
Q-tech 1478 HK  Buy
TK Group 2283 HK  Buy

Source: Bloomberg, CMBIS estimates
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Focus Charts

Figure 1: Production location of tech supply chain and exposure to NDRC’s dual control system
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Optics
Sunny Optical 2382 HK Camera lens, module, Yuyao, ZhejiangHii LRk
auto lens Zhongshan, Guangdong (S~ <L)
Shanghai (_£38)
Xinyang, Henan (AIES{SFH)
O-film 002456 CH |Handset Camera, Nanchang, Jiangxi GITHREE)
Touch Panel Hefei, Anhui (ZEEIE)
Shenzhen, Guangdong (I ZRiEIl)
Suzhou, Jiangsu GIZ75vM)
Tianjin (KiE)
Q Tech 1478 HK Camera module, fingerprint Kunshan, Jiangsu GI7ELL)
Truly 732 HK Camera, Display Shanw ei / Huizhou, Guangdong (JZRILE. M)
Meishan, Sichuan (P9)1|/ELL)
Holitech 002217 CH  |Camera, Fingerprint Nanchang / Jian, Jiangxi GIPGREE. iIAAS%)
module Zibo, Shandong (LLIZR;ES 1)
Shenzhen, Guangdong (I ZRiRIIl)
Cowell 1415 HK Camera module Dongguan, Guangdong (] FRZR5)
Acoustics/Haptics
AAC Tech 2018 HK Acoustics, Haptics, Lens Changzhou / Shuyang / Suzhou, Jiangsu GIZREEM. ARFE. M)
Shenzhen, Guangdong (] RiRl)
Luxshare 002475 CH  |AirPods, Watch, Guangdong (J"ZR)
Acoustics/haptics Jiangxi (G LFH)
Jiangsu (7173
Anhui (L)
Zhejiang (#f7iT)
Shanxi (LLIF)

Hebei (/3k)
Sichuan (F9)1])

Taiw an (&&)
Goertek 002241 CH |Acoustics, AirPods, Watch, Weifang, Shandong (LLIZRi4E17)
AR/VR, Wearables

Connector
FIT Hon Teng 6088 HK Connectors Kunshan,Jiangsu GIZELL), Huaian, Jiangsu GIFWEZR)
(PC, mobile, comm) Shenzhen, Guangodng (J~ZRiFbIl)
Zhengzhou, Henan (GRIEGARY)
Chongging (EFK)
Heze, Shandong (LLIZRSa%)
Taiw an (&75)
Casing
Lens Tech 300433 CH |Glass, Casing Changsha, Hunan (G#iEF1<D)
Tongda 698 HK Metal/plastic casing Shishi,Fujian (f28Z2F3f), Xiamen, Fujian (BZEE)7])
w aterproof Shanghai (_E58)
Shenzhen, Guangdong (] FRiFl)
TK Group 2283 HK Plastic molding/precision Shenzhen/ Huizhou/ Dongguan, Guangdong (J iR II/ERM /RS
Suzhou, Zhejiang (i T7)
Everwin 300115 CH | Casing Yibin, Sichuan (F9) || EE)

Liyang / Kunshan, Jiangsu GIZRE. ELL)
Ningde, Fujian ({BET12)

Shenzhen / Dongguan, Guangdong (J"FRiRYIl. R
Shanghai (_-38)

Source: Company data, NDRC, CMBIS
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Figure 2: Production location of tech supply chain and exposure to NDRC’s dual control system (cont.)
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OEM/ODM

BYDE 285 HK OEM Assembly, Casing Shenzhen / Huizhou, Guangdong ("R, EEM)
Xi'an, Shaanxi (BEFEPEZR)
Changsha, Hunan (HIEFD)

Panel
BOE 000725 CH | Display Panel Beijing (1L5T)
Chengdu / Mianyang,Sichuan (P9)||5%&B. £268)
Hefei, Anhui (Z#ISAE)
Ordos, Nei Mongol (IS ZR/RESEHR)
Chonggqing (E&FK)
Fuzhou, Fujian (fE224E/1)
Wuhan, Hubei GH1EER)
Kunming, Yunnan (=8 EHA)

Brands
Xiaomi 1810 HK Smartphone Brand ODM: FAFURAEA FRFE LR, AKIERT, SNthIrdE, Bk, RIFELEERY
Lenovo 992 HK PC Brand Beijing (1L%T)

Shanghai (_£38)

Hefei, Anhui (Z#SAE)

Shenzhen (J"ZRi#RI), Huizhou, Guangdong (S ZREE/M)

Wuhan, Hubei GH1EER)

Xiamen, Fujian ({BE2E[ )

Semi
SMIC 981 HK Foundry Shanghai (_38)
Beijing (4L%R)
Tianjin (i)
Shenzhen, Guangdong (S ZRiE3Il)

Source: Company data, NDRC, CMBIS
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Figure 3: Supply chain mapping and sales mix exposure (2021)
Other CN

Company i Apple Huawei Samsung brands Others Major Products
AAC Tech 2018 HK 45% 5% 25% 20% 5% Acoustics, haptics, optics, casing
FIT Hon Teng 6088 HK 40% 3% 57%  Connector, wireless charging, accessories
Sunny Optical 2382 HK 2% 5% 15% 63% 15%  Camera module, handset lens sets, auto lens/module
BYDE 285 HK 40% 5% 10% 30% 15%  Metal/glass/plastics casing, ODM/OEM, e-cigarette
Tongda 698 HK 20% 5% 10% 35% 25%  Metal/plastic casing, waterproof
Q-Tech 1478 HK 5% 85% 15%  Cam module/lens, fingerprint modules, auto cam module
TK Group 2283 HK 10% 90%  Plastic molding, plastic precision
Truly 732 HK 3% 62% 35%  Camera modules, fingerprint, display modules
Cowell 1415 HK 90% 5% 5% Camera Module
Luxshare 002475 CN 60% 10% 3% 27%  Wireless, AirPods, Watch, acoustics/haptics, EMS
Goertek 002241 CN 45% 5% 10% 15% 25%  Acoustics, AirPods, Watch, AR/VR, Wearables
Sunway 300136 CH 45% 5% 10% 30% 10%  Antenna, wireless charging, connector, RF
Lens Tech 300433 CN 50% 5% 10% 20% 15%  Glass/metal casing, EMS

Source: Company data, CMBIS estimates

Figure 4. Apple’s iPhone shipment by quarter (CY)
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Figure 5. Peers Comparison

Mkt Cap  Price TP Up/Down P/E (x) P/B (x) ROE (%)
Company Ticker (US$ mn) (X®) (X®) -side  FY21E FY22E FY21E FY22E FY21E FY22E
Optics
Sunny Optical 2382 HK Hold 28,634 203.20 210.1 3% 36.9 28.9 11.8 9.3 25.2 253
Q Tech 1478 HK Buy 1,722 11.32 22.0 94% 111 9.3 31 2.6 23.1 22.8
Truly 732 HK NR 942 2.23 NA NA 5.6 4.1 - - - -
Cowell 1415 HK NR 519 4.84 NA NA 8.9 7.1 1.6 13 18.8 20.6
Largan 3008 TT NR 10,277 2125 NA NA 13.4 11.7 2.0 1.8 14.9 15.6
Genius 3406 TT NR 1,629 404 NA NA 175 12.7 2.6 2.3 15.2 18.2
Primax 4915 TT NR 817 50.20 NA NA 9.3 8.2 15 14 16.1 17.3
Lite-On 2301 TT NR 5,431 64.40 NA NA 10.3 11.3 2.0 19 18.9 16.2
O-Film 002456 CH NR 4,237 8.39 NA NA 20.5 16.9 2.9 24 5.4 10.6
Samsung Elec 009150 KS NR 10,976 175000 NA NA 13.2 11.8 2.0 1.7 16.1 15.6
Lg Innotek 011070 KS NR 4,086 204500 NA NA 6.3 6.9 15 13 27.3 19.8
Partron 091700 KS NR 427 9370 NA NA 105 8.9 1.2 11 12.4 13.3
Average 13.6 115 2.9 2.5 17.6 17.8
Acoustics/Haptics
AAC Tech 2018 HK Hold 5752 37.10 453 22% 19.2 17.3 1.8 1.8 9.1 9.7
Goertek 002241 CH Buy 22,506 42.59 46.9 10% 31.8 25.0 7.6 6.5 20.3 204
Luxshare 002475 CH Buy 37,876 34.85 *74.2 NA 19.7 21.1 6.6 5.1 25.0 26.0
Sunway 300136 CH Buy 3,385  22.62 NA NA 19.7 14.8 33 2.7 15.8 18.0
Merry 2439 TT NR 690 90 NA NA 15.9 11.0 1.7 1.6 9.2 12.9
Knowles KN US NR 1,757 19.10 NA NA 135 12.7 - - - -
Nidec 6594 JP NR 67,003 12525 NA NA 60.5 48.6 7.0 6.0 12.2 13.2
Alps Alpine 6770 JP NR 2,370 1204 NA NA - 14.2 0.8 0.7 (0.2) 5.0
Average 25.8 20.6 4.1 35 13.2 8.4
Connector
FIT Hon Teng 6088 HK Buy 1,377 1.54 *3.6 NA 6.3 10.4 0.6 0.6 3.8 4.4
Luxshare 002475 CH Buy 37,876 34.85 *74.2 NA 19.7 21.1 6.6 5.1 25.0 26.0
TE TEL US NR 46,225 140.93 NA NA 21.8 19.9 4.6 4.1 22.2 223
Amphenol APH US NR 45,247  75.64 NA NA 31.6 28.6 7.6 6.7 26.0 26.0
Average 19.9 20.0 4.8 4.1 20.7 12.1
EMS/OEM
BYDE 285 HK Buy 8,120 27.95 49.5 T7% 14.3 10.0 2.6 2.2 15.5 18.5
Luxshare 002475 CH Buy 37,876 34.85 *74.2 NA 19.7 21.1 6.6 5.1 25.0 26.0
Hon Hai Precision 2317 TT NR 52,229 105.00 NA NA 10.6 9.5 11 1.0 10.0 10.4
Pegatron 4938 TT NR 6,316 65.60 NA NA 8.6 9.6 1.0 1.0 11.7 10.1
Wistron 3231 TT NR 2,847 27.20 NA NA 8.8 8.4 1.0 0.9 11.7 11.9
Average 29.0 20.9 6.6 5.0 13.6 19.9
Casing
BYDE 285 HK Buy 8,120 27.95 49.5 T7% 14.3 10.0 2.6 2.2 15.5 18.5
Tongda 698 HK Buy 310 0.25 *0.6 NA 3.1 34 0.2 0.2 5.6 6.5
TK Group 2283 HK Buy 322 3.01 4.1 36% 4.7 4.7 19 19 20.0 20.0
Ju Teng 3336 HK NR 225 1.46 NA NA 8.6 7.3 0.3 0.3 31 3.6
Everwin 300115 CH NR 2,755 14.85 NA NA 19.7 13.4 25 22 11.2 15.9
Lens Tech 300433 CH NR 15,743  20.46 NA NA 15.2 11.9 21 19 14.4 15.7
Chaozhou Three 300408 CH NR 10,158 36.09 NA NA 30.0 22.8 5.2 4.4 17.7 19.6
Catcher 2474 TT NR 4,586 167.0 NA NA 14.0 12.0 0.8 0.8 5.4 6.2
Jabil JBL US NR 8,887 60.94 NA NA 11.0 10.2 4.1 3.6 41.7 37.2
Average 13.4 10.6 2.2 1.9 17.6 17.6
Source: Bloomberg, CMBIS estimates, * TP under review
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5
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