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China Chippacking Technology (ess216 cH)

Initiating coverage: packaging and testing veteran grows
second revenue driver in advanced packaging business

We initiate coverage with an ACCUMULATE call and target price of RMB63.
Chippacking has a wide product range in traditional packaging, with stable
quality and cost effectiveness being core competitive advantages. It is also
increasing R&D investment into the advanced packaging business. Product
structure upgrades have helped to sustain core revenue growth.

South China market: scale business in IC packaging and testing

Chippacking has been in the business for more than 10 years and focuses on integrated
circuits (IC) packaging and testing. It is one of the largest domestic-funded integrated
circuit packaging and testing companies in terms of production and sales. Its advanced
technology is offered in a comprehensive product matrix. Its core competitive advantages
include stable quality and cost-effectiveness. It is stepping up R&D investment based on
its technological foundation while building a position in advanced packaging. With
product structure upgrades, its main revenue streams are stable.

Upstream boom, diverse downstream applications, advanced packaging foray
Three factors are driving the rapid development of China's packaging and testing market:
1) Upstream: The increase in IC localization is driving demand for packaging and testing.
Various international events have raised consumer awareness of the importance of chip
localization. The semiconductor industry is entering a third phase of global capacity
transfer with China as the main area of expansion. The construction of China fabs is
reaching a peak, which we expect to drive growth in the downstream packaging and
testing market.

2) Downstream: New applications continue to come into the market and this maintains
the growth momentum. The rapid development of 5G, smart cars, artificial intelligence
(Al), Internet of Things (IOT) and other industries carves out new market potential in the
semiconductor industry. We expect the global semiconductor industry to enter a new
growth cycle.

3) Advanced packaging: the importance of packaging technology innovations has
increased. Demand for miniaturization and low energy consumption in the downstream
market has emerged and demand for chip packaging skills continues to increase. With
the advent of the post-Moore era, packaging innovations have become crucial.

Tech structure: traditional packaging advantages; advanced packaging
Chippacking’s technology know-how in traditional packaging is similar to those of
industry leaders, giving it a competitive advantage. It is stepping up its game in advanced
packaging technology, which accounted for 24.60% of core revenue in 1H21. According
to Yole forecasts, the traditional packaging market will continue to grow as there is growth
headroom, while the advanced packaging market has enormous growth potential and is
set to become a hot market. The company's existing R&D and pipeline packaging
technologies are in line with future development trends in the packaging and testing
market, in our view.

Chippacking has the following three advantages: 1) as a domestic IC packaging and
testing leader, it has high-quality R&D based on a technical foundation, and has built up
a production and quality management system that has narrowed the domestic-overseas
gap between advanced packaging and tier-one manufacturers. This augurs well for its
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Initiation of coverage

*
ACCUMULATE
Target price: RMB 63.00
Share price (14 Sep): RMB 53.30
Up/downside 18.2%

Company information

52wk High (06/23/2021) 80.80
52wk Low (09/10/2021) 52.69
P/E (Trailing 12m) 46.71
Dividend Yield 0.00
Price to Book Ratio 5.95
Price to Sales Ratio 8.17
EV / Trail 12M EBITDA 33.71
Shares Outstanding (m) 106.3
Market Cap (RMBm) 5,664.2
Source: Wind

Financial summary (RMB)
21E 22E  23E

Revenue (m) 888 1,225 1,666
YoY Growth (%) 62.00 38.00 36.00
EBITDA (m) 179 212 270
Net profit (m) 137 167 215
YoY Growth (%) 70.77 2140 28.97
EPS (price/share) 129 157 202
P/E Ratio (x) 4266 3514 27.25

Price to Book Ratio (x) 825 6.68 537
Price to Sales Ratio (x) 660 478 351
EV/EBITDA (x) 3205 25.89 20.00

Source: Tianfeng Securities estimate

Share price performance
80%
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China Chippacking Technology (688216 CH)

market position potential. 2) Its core technology advantages in traditional packaging help
the company to grasp development opportunities in terms of domestic substitution and
branded customer expansion in traditional packaging products. 3) It is actively deploying
advanced packaging technologies, including 5G, MIMO base stations, GaN microwave
radio frequency power amplifier plastic packaging technology, CPC, CDFN/CQFN
packaging and FC packaging technology, which help Chinese leaders to narrow the
technological gap with global leaders.

Valuation and risks

We expect net profit of RMB137m/167m/215m and EPS of RMB1.29/1.57/2.02 in
2021/22/23E. Relative to its packaging and testing peers, we set a corresponding PE of
40x in 2022E. We initiate coverage with a BUY rating and a target price of RMB63. Risks
include: weak competitiveness in the advanced packaging business; iterative tech risks
related to product upgrades in IC circuit packaging and testing; the risk of its independent
defined packaging forms cannot be recognized by the market; the risk of increased
market competition; industry fluctuations and demand changes risk; raw material price
fluctuation risk; sales area concentration risk.

15 September 2021
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I ) DUAE il H B s 2 MR R WO S5 R F D IR AR e B s . AR R SR Al 2
RIgRTT R, AaHBEHREE~ KA FC. Qpai. CPC. SOP. SOT. LQFP.
QFN/DFN. CDFN/CQFN. DIP % &%, FLib#id 170 ASdafh. 2 =] 5 R 4 = EAR
WERPGHWHEEERR Y, MATHBET, FEEW. HEXE. WM. KELT. T
MV A4S, . HE A B RAGH CRURBHE 2021 4ER4EE R ), 2021 4E 1-6 H A | Sl
ENIEN N 36621.84 56, [FAILKIEK 65.58%; )& T BEA = ik A4 i F1iE 4 6803.91 75 6,
LG K 150.56%. M558 K 52 R AR SR~ W TR SR IE RS . AR T IR RR RS
WK, DLERARHSINETR . FFHmm. AW e Wi,

TENSTIZEE: 1) DFN/QFN 75 A1 LQFP 7= 5. 2020 4E DLk SR AT WL B B R 4R4R
Tty iR T AN MR I T R, FIRE P 5G @ INE, T shiE KR
£ 2) SOT 7= fh: bl 283t B AU &5 B /NG TR SRR W32 T, SOT 7= i3 75 >Rk 1%
K AF SOT =i KR =% KRS RHESE, A7 SOT 7= & N LA I—TH R T 44
PRI 3) SOP F=f: 2020 FA 73E M= F g, /b SOP K417~ i ih BRIAHXT 4
K MCU. LED /™ fiT8; 4) CPC ™=f: CPC =i A= H T E X MEHEER, H 2016
SERFRIRIN R, HEN LA E S 7 I0IAAT, 2018-2020 4F, CPC 7= f 4y A AR s
5) Qipai 7= Al DIP 7= &: HT DIP F=Rmiigpsedid Tz, BEARREMMIIRE, &
FRZE T DIP =it Qipai F= g 1. BkmE, #ZE 2020 45 SOT /=i, LQFP
Pl Fl DEN/QFN 7= 5 A RV B LG G AT 70%, HEA R4 580 s & i 5
R, BEHEHATNEENFTT: EHHIREZE. BRRMHTEMN Qpai 7. DIP 7= 5
1 SOP 7= i RIS, BT AT FHF=maa. 8RR

FAITT A F 2021/2022/2023 F5F) 4 5IEE] 1.37/1.67/2.15 1. AT A R G1H, AR EE
ME 55 2 SR 2R, R FR AR BOE & R . AR I AR R B R T LA F] s AR R
wind —EHET, 2022 XY PE 5400 40 fi5; 4R 2022 4 1.67 {2#%F], EPS1.57
JeI%, BARNAS 63 Ju/E, B KE A T IR

P=h 2020 2021E 2022E 2023E
SOT 22 35 49 6.3
SOP 1.6 15 13 1.2
QFN/DFN 08 24 3.2 6.0
DIP 03 0.2 0.2 0.2
LQFP 0.2 0.3 0.5 0.8
CPC 0.2 0.2 9.2 0.2
QIPAI 0.04 0.03 0.02 0.02

FRAUR: windy RIKUEF0TF 5T

ey #HIEZTT) PE NHMEWZT)
2021E 2022E 2023E 2021E 2022E 2023E

3 6.1 82 103 343 25.3 20.2 208.2

HEI 75 93 114 60.0 48.2 395 4495

Rl i 0.9 14 1.9 73.8 46.7 345 64.4

FRRIR: wind, RIKUEZ0T LR
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AL, R R TF EER . VAERERAR, e AR 24 0 20 7 i T AT SR
AR P AT,  MRE) Qipai. CPC. CQFN/CDFN 3 X7 Xt ©oA 7= i A B4
BrRZ. Ak,

WHTEF MR REL . Tk, B SO SRR B AT WA R S8, R BE Bl AN SR A R
ik, B )S B DR ER T H , BRI TE R RO F AN RERR S DR R AR
WATE4 T, RS 28 R 2278 3 RS R o

AT A R TR ARE 23 7] 328 b 55 B p rR B e K, R R R AT M B A FRR B
AF L2 B KB R AT W A 5 R WA T R R, 5 ARKE
MG A, ABREE R T3 BB, 2 2w 28 55 ANk S RO
W o

SRR B KR . A\ EEJEA M ARSI HESE . IR, 26 (B, &, WA,
BEL) MR ~al FEMEA S 2 T R . ZWE TR AP E R R T, 25
RAR AT SRR R BURIE BB, W02 77 SO AN G S R B, R g A F I B R e 73
JEANTIFE o

WEXIRETRNK . 2018 £5 2020 4, AFHEEXREFEER, KA TEEBXHESE
AN EE A5 62.59%.  59.51%H1 54.53%, 1 SR AHL g 1 [X f 4 5 ot B ER AR
Ak, K xF AT KRR EARIR N
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Balance Sheet (RMBm) 2019 2020 2021E 2022E 2023E Income statement (RMBm) 2019 2020 2021E  2022E  2023E
Cash and Cash Equivalents 143.56 203.32 360.73 349.77 616.51 Revenue 41447 548.00 887.77 1,225.12 1,666.16
Trade, Notes and Other receivables 1.32 4.62 4.93 5.82 11.06 Cost of Sales 318.72 383.35 568.17 823.28 1,116.33
Prepayments 57.15 77.49 111.10 171.15 201.83 Business Taxes and Surcharges 4.89 3.57 7.99 10.29 13.28
Inventories 22.53 25.61 22.26 22.62 28.02 Operating Expenses 7.00 9.54 14.91 19.60 28.82
Other Current assets 302.07 387.92 570.05 87113  1,263.43 Administrative Expenses 18.35 2411 84.34 11026  158.29
Total Current Assets 0.00 0.00 0.00 0.00 0.00 R&D Expenses 27.52 35.02 56.37 7718  109.97
Long-Term Equity Investments 404.10 490.46 516.36 551.79 579.94  Financial Expense 3.94 4.45 2.18 (1.27) (3.25)
Non-Current Assets 37.66 61.31 72.79 91.67 85.00 Impairment Losses (0.57)  (1.69) 026  (0.67)  (0.70)
Construction-In-Progress 30.70 29.84 28.97 28.09 27.21  Gain/(loss) of Fair Value Change 0.00 0.00 0.00 0.00 0.00
Intangible Assets 73.55 72.70 66.92 64.96 64.94  Net Investment Income 0.00 0.00 0.00 0.00 0.00
Other Current assets 546.02 654.32 685.03 736.51 757.09  Other Current assets (3.15) (1.50) 0.00 (0.00) (0.00)
Total Non-Current Assets 848.09 1,042.23 1,255.08 1,607.64  2,020.53 Operating income 37.77 9114 153.54 186.44 24342
Total Assets 57.41 67.00 17.13 0.00 0.00 Non-Operating Revenue 0.01 0.02 0.16 0.15 0.11
Short-Term Loan 196.09 295.99 410.91 607.09 793.64 Non-Operating Expenses 0.01 0.10 0.05 0.05 0.07
Trade Payables and Other Payables 83.13 64.72 78.91 80.60 91.18  Profit Before Tax 37.77 91.07 153.66 186.54  243.46
Other Current assets 336.63 421.711 506.95 687.70 884.82 Income Taxes 4.03 10.70 16.41 19.92 28.58
Total Current Liabilities 0.00 17.16 0.00 0.00 0.00 Net Profit 33.73 80.37 137.25 166.61  214.88
Long-Term Loan 0.00 0.00 0.00 0.00 0.00 Net Profit Attributable to NCI 0.00 0.00 0.00 0.00 0.00
Bonds Payable 41.12 51.64 38.59 43.79 44,68 Net Profit Attributable to The Parent 33.73 80.37 137.25 166.61  214.88
Other Current assets 41.12 68.80 38.59 43.79 44.68 EPS (RMB) 0.32 0.76 1.29 1.57 2.02
Total Non-Current Liabilities 371.75 496.51 545.54 731.49 929.49
Total Liabilities 0.00 0.00 0.00 0.00 0.00
Non-Controlling Interest 79.70 79.70 106.27 106.27 106.27 Financial ratio 2019 2020 2021E  2022E  2023E
Share Capital 210.74 210.74 210.74 210.74 210.74 Growth
Capital Reserves 390.63 466.02 603.27 769.88 984.76  Revenue 9.37% 32.22% 62.00% 38.00%  36.00%
Retained Earnings (210.74)  (210.74)  (210.74)  (210.74)  (210.74) Operating income 127.53% 141.33% 68.46% 21.43% 30.56%
Other Current assets 470.33 545.72 709.54 876.15  1,091.03 Net Profit Attributable to The Parent 120.46% 138.27% 70.77% 21.40% 28.97%
Total Equity 848.09 1,042.23 1,255.08 1,607.64  2,020.53 Profitability
Total Equity and Liabilities 143.56 203.32 360.73 349.77 616.51  Gross Profit Margin 23.10% 30.05% 36.00% 32.80% 33.00%
Net Profit Margin 8.14% 1467% 1546% 13.60% 12.90%
ROE 717% 1473% 19.34% 19.02% 19.70%
ROIC 9.91% 20.95% 2891% 27.64% 42.26%
Cash Flow Statement (RMBm) 2019 2020 2021E 2022E 2023E  Solvency
Net Profit 3373 80.37 137.25 166.61 214.88 Debt to Asset Ratio 4454% 47.64% 43.47% 4550% 46.00%
Depreciation & Amortization 56.66 61.69 23.51 26.56 29.40 Net Debt Ratio 125%  149% -6.24% -35.34% -36.52%
Financial Expense 4.09 397 218 (1.27) (3.25)  Current Ratio 0.90 0.91 1.12 1.27 1.43
Investment Gain/(Loss) 0.00 0.00 0.00 0.00 0.00 Quick Ratio 0.73 0.73 0.91 1.02 1.20
Change of Working Capital (92.92) (75.01) (74.92) 152.17  (105.44) Operation
Others 17.47 (13.49) 0.00 (0.00) (0.00) Receivable Turnover Ratio 3.13 3.16 3.15 345 345
Cash Flows from Operating Activities 19.03 57.53 88.01 344.08 135.59  Inventory Turnover Ratio 7.53 8.14 9.41 8.68 8.93
CapEx 56.02 158.04 73.05 74.81 49.11  Asset Turnover Ratio 0.52 0.58 0.77 0.86 0.92
Long Term Investments 0.00 0.00 0.00 0.00 0.00 Indicator Per Share
Other Current assets (75.23)  (221.83)  (133.05)  (154.81) (99.11) EPS 0.32 0.76 1.29 1.57 2.02
Cash Flows from Investing Activities (19.21) (63.79) (60.00) (80.00) (50.00) Operating Cash Flow Per Share 0.18 0.54 0.83 3.24 1.28
Proceeds from Issuance of Debt 83.41 85.00 26.74 12.15 7.53  Net Asset Per Share 443 5.14 6.68 8.24 10.27
Proceeds from Issuance of Equity (3.94) (4.45) 24.39 1.27 3.25 Valuation
Other Current assets (48.31) (91.43) (85.00) (26.74) (12.15) PE 173.59 72.86 42.66 35.14 2725
Cash flows from financing activities 31.16 (10.88) (33.87) (13.32) (1.37) PB 12.45 10.73 8.25 6.68 5.37
Impact of FX 0.00 0.00 0.00 0.00 0.00 EV/EBITDA 0.00 0.00 32.05 25.89 20.00
Net increase (decrease) in cash, 30.98 (17.14) (5.86) 250.76 84.22 EVIEBIT 0.00 0.00 36.89 29.60 22.45

cash equivalents and restricted cash

Source: Company data, Tianfeng Securities estimate
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Ratings Definitions

| Ratings

Category Description Ratings System

Stock investment ratings within 6 months from the report issuance date, Buy Expected relative return over stock price above 20%
increase or decrease relative to the Index of the ~ Accumulate Expected relative return over stock price between 10% and 20%
jurisdiction of the Stock in the same period Neutral Expected relative return over stock price between -10% and 10%

Sell Expected relative return over stock price below -10%
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