1 TFI

Equity Research

Shengyi Electronics (688183 cH)

Initiating coverage: leading PCB supplier in data
communications expanding capacity on demand recovery

Customers of Shengyi Electronics include big-league names like Huawei,
ZTE, Samsung Electronics and IBM. Its tech prowess gives it a competitive
advantage, which would support capacity digestion after its expansion. We
initiate coverage with a BUY rating and a price target of RMB16.50.

Leading PCB supplier in data communication is expanding to enhance profitability

Shengyi Electronics (SYE), established in 1985, was spun off to be listed by Shengyi Technology, a
leading copper-clad laminate manufacturer in China. Positioned in high-end applications, SYE'’s products
are mainly used in communication, network equipment and servers. Its industry-leading tech know-how
has led its adoption by well-known customers. Revenue came to RMB3.63bn in 2020, +17.35% yoy, and
net profit was RMB439m, -0.44% yoy. Affected by rising raw material prices and weak downstream
communications demand, 1H21 revenue was RMB1.69bn, -11.41% yoy, and net profit was RMB129m, -
56.59% yoy. With self-financed and IPO investment projects coming to fruition, we expect incremental
new capacity of 155,000/568,000/1.195m sq m in 2021/22/23E to contribute to profit.

Mid-to-high-end boards: high tech barriers and stringent customer certification

SYE’s main products, including communication equipment boards, network equipment boards and server
boards, meet high requirements in terms of performance, stability and reliability. The bulk of them are
multi-layer boards and high-frequency, high-speed boards. The overall technology threshold is high at the
company, including special processing techniques for certain specific performance parameters. Industry
concentration is high in communication equipment, network equipment and servers, products that have
to fulfill stringent customer certification requirements. SYE'’s products are well received in the market. Its
customers include well-known names such as Huawei, ZTE, Samsung Electronics, IBM, Inspur
Information, FiberHome and Nokia. Its technical strength is recognized in the industry, giving it a
competitive advantage. This supports capacity digestion after its production expansion.

2H21 5G base stations buildout recovery bodes well for the medium to long term

Affected by Sino-US trade friction, 5G construction pace adjustments, a core shortage and other factors
in 2H21, 5G construction has been slowing significantly in China. The 5G buildout at China Radio and
Television, China Mobile 700MHz, China Unicom and China Telecom 2.1G base station main equipment
have stepped up recently to a small peak in 2H21. In the medium to long term, 5G base station
construction will expand the market, in our view. With the number of 5G base stations currently at 1.56m
in China, 175,000 in Japan, 500,000 in the US and 109,000 in South Korea, we are optimistic about the
recovery in 5G station construction after Covid-19. The advancement of 5G SA construction and 5G
distributed capacity deployment are driving rapid growth in the 5G core network market, which could
increase to USD8.4bn by 2024E, at a CAGR of about 313%, implying enormous potential for 5G
construction.

Data center capex increases and server platform upgrades expand PCB market

The cloud computing market continues to expand, data center capital expenditures are increasing, along
with more investment into network equipment and servers, which would drive growth of network
equipment and server shipments. We expect server shipments to drive a CAGR of 5-6% in 2021-24E.
Shipments could reach 14.18m units in 2024E as server platform upgrades stimulate replacement
demand. With PCB materials upgrades, more layers and higher process complexity, the value of a single
terminal would increase 20-30%. We estimate a PCB market for servers of USD5.4-6.1bn by 2024E, on
a CAGR of 10-13% over 2020-24E.

Valuation and risks

We expect net profit of RMB374m/548m in 2201/22E, -14.90%/+46.49% yoy. We assign a 25x PE in
2022E and initiate coverage with a BUY call and target price of RMB16.50. Risks include: 5G base
station construction and core network construction not progressing as expected; network equipment
boards, server/computer boards, industrial control / medical boards, consumer electronic boards falling
below expectations; raw material price fluctuations affecting the company's profitability; production
capacity construction progress slower than expected; and a less-than-expected pandemic impact.

TFI Asset Management Limited is a division of TF Group, which does and seeks to do business with companies covered in its research reports. As a result,
investors should be aware that the TFI Asset Management Limited may have a conflict of interest that could affect the objectivity of this report. Investors should
consider this report as only a single factor in making their investment decision. Please read the disclosures and disclaimer at the end of report.
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Initiation of coverage

BUY

Target price: RMB16.50
Share price (30 Sep): RMB13.04
Up/downside 26.5%
Company information
52wk High (02/25/2021) 24.20
52wk Low (05/10/2021) 12.93
P/E (Trailing 12m) 40.00
Dividend Yield 2.53
Price to Book Ratio 2.88
Price to Sales Ratio 3.18
EV/ Trail 12M EBITDA 15.27
Shares Outstanding (m) 831.8
Market Cap (RMBm) 10,846.9
Source: Wind
Financial summary (RMB)

21E  22E  23E
Revenue (m) 3,725 4,923 6,571
YoY Growth (%) 250 3217 3349
EBITDA (m) 573 757 1,050
Net profit (m) 374 548 793
YoY Growth (%) 1490 4649 4474
EPS (price/share) 045 066 0.95
P/E Ratio (x) 3022 2063 1425

Price to Book Ratio (x) 268 245 221
Price to Sales Ratio (x) 303 229 172
EV/EBITDA (x) 1853 1283 950

Source: Tianfeng Securities estimate

Share price performance
30%
20%
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——CsI 300

Source: BigData
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K THE. RS AR A PCB 77 dh
FIH 2 o
AR EE PCB 7
THi) 5G & shil {5 4 By B BHPU. XTHERE.
Y o JNF 2 " > 4 s
12 @ﬁ%;fgﬁig ;E 12,000,000 6,062,097.75 6,062,097.75 BB %K jj%ggfﬁﬂfﬁgiﬁﬁ& Jeilk
AR K B PCB 77 i 3 I H R £
.
T FENIPR4s G ik BGA ~FHEHE
IR B 5 HEL .
13 ;Zﬂgijﬁgﬁ;%g M1 12,000,000 3,188,738.64 3,188,738.64 HARTE ?igﬁ%iﬂgig&;i et
Ik [ A4 PCB F= 5, JFsk
BEEAAL .
WL IR VeryLowlLose wiid ikt
5G 2K B LW HDI R it . 5533 2 TOFRA BM 2 YRR B .,
14 st 30,000,000 7,107,427.49 7,107,427.49 HARBFR Lt M 56 gy JEE
PERETE SR, FESIL AL
Tiff 1 W 4 A2 £ HDI 45 79 ) 6
2 pp i o
15 Eﬁﬁﬁﬁﬁfﬁ 16,000,000 3,383,905.84 3,383,905.84 HATIR gk'% HFS;[’J 1&%%%@ ii;g itk
% & ” R R MR IR 2R BB R R
71, HEBERLHL = 5 MR
9 S EEAAL
130 K BLF #EA T B SERCR IR . KRR S %5
16 4 B EV B R BB O F 12,000,000 3,026,199.69 3,026,199.69 HARBFR W5 PCB. 52 H1JE PCB OB 70 Sk
IR Hk, HSLIPEAL .
s 348,000,000 79,865,194.98 164,765,763.70 / / /

BRI AT NS RRUESFHTFCRT
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RMERF K 656G EuiE i

21 £4E5G AP 20 EH-F

21 4E 5G IR B W ES 20 FEAET, 21H2 FEsE, 2019/2020 44 [EHi 5G Huli %
#1°413/58.8 Ji, 21 4EME PN 5G FLuk# ¥ it MIFCH 60 73, 1 20 FERAREBIBIET, = Kig
ERAET R T 5G @A ATT SO 20 4F 5G U B HF . BARE “IEEERT g
WeHiZs, Fuhi @O N 37 S iS40 R R st

R7: ZRKBERREFIHE
20 EFATF 204F 56 BB 21 ERAI L 2114ESCHBHT 21H1 HATFL 21H1 56 # B 21H1 56 | H &

X U Uz Uz b NCTA) ¢7A) (€M) LETHRE
HEB) 1806 1025 1836 1100 860 502 46%
L 848 392 870 397 270 1105 28%
EHES) e 677 340 700 350 143 ESia i

HORAE:

Kl 21. EAFNY G EEHE (T
70 -

AFAE . BIRWE . RIREFFHF LT

60

50 4

40 -

30 A

20 ~

10 A

0 ,
2019 2020 2021H1

PoRlKIE: conbeta. FRER. TASHE. K RUEZRT 7L

2021H2E

RHRAHEE. 56 BRVTHFRB+GERRNOFEM, 21 £ LF4E 56 BRHMBMHRE.
#WE 6 K, KIE 5G HuEHUET) 96.1 754, Hrh 1-6 JFTEE 19 734, LRE=RIZER
K] 5G H BCid LW

1) SRR G IEE: 2RISR GEHEW, FEANS5G PIKHREBHE R yrh % 5G Hukii
e ity e AR AR S A o {8 80 8 I 25 SR AR o RE R v S KU R R R
BHEATIAEN R, 1618 7 56 M Bt .

2) 5G @i iR 4G MR AET, FRRERTHHT RN, HE 5G M&kid,
Wi KA, 4G 7] 5G HAZ R R A TR AW, [FIN 5G 4% i) 6 Bk 47 oA
ML T 3G, 4G Ryl ki H i, 5G N IE S SCIl R YEIEA I 5CHE, itk 5G @l
4ity 5G AR HB+5G MR IE LR SE, BUCRIUE LR AT 0 77 Bk AT

3) Bhith: 2020 FAGEY PN T RERTK, M2 & 32 B A EO P H BRI f2m (2L LT
.
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£ 8: 5G 700MHz Hil Bkt e

HF) i+ = KB BBV 600 LRV LEFCIT HBLEHZ N, 21H2 HE
79,156

HE T EBS) 380 {LEREH, BINERF “EEHE “ 700MHz AT 5G BB IER#E
SEREREEMBE. EN 700MHz &5 H T ERRS, HER Bk 700MHz S 1 &
JEAE L DL K B M T AR AR B BERE, 2020 4FE 4 A, TEEAMA T (RTIHE
700MHz 451 B 45 % 4 B M X i@ 0 ), B 724 700MHz (703MHz~743MHz/758MHz~
798MHz AEL) JEE 4 F ) e Ak & A R, FEELRIA T 5G Bal(E R85, IHE
ﬁﬁ%ﬁﬁéﬂxz (FDD) T/EJ3. 700MHz B FiE /g, Bl . AadiFe s R,

HRIEEM%E R, JEH FDD AL TDD (XU TR HABIEK. "IiEss BT, $TiE

mﬁ%ﬁﬂztﬂ E’Jﬁmﬁ YRS H RIS, {8 7T00MHz R 3523 50 /3 ~60 /3 5G ik
MAlE R4, 2021 4£ 6 H 25 H, S EBAFEES) 700MHz JoLk M 3 %4 M 2 550E K
277 BRI AR TAE 2 3hir & 5G 700MHz 3B 15 HE 52 1 2 5Eb B .

B [T

5G 700MHz 3 &

2020 4F- 4 H

2020 4 5

202045 20 H
202141 H 26 H
202146 H 21 H
202146 H 25 H

202147 H 18 H

20214E7H 27H

Tl FME B H R AT 1 (O FIA%E 700MHz A BT 4 AR FE0@ A0 ) o K38 40 J5 1 3 e A b 45 (R 0 e 0 2 37
HRIH TR shilfs 240

AR o [ AR T R A 4 TTIE, YR T 4 703-733/758-788MHz SEL /4t 4325 R 4 S A B B 56 F%% .
HER S5 EHRE 56 ML @ IL A TERESE L

HpE T o E RS B 7E AL % B 56 IREK A E VM, IE 2V B T00MHz 5G W4 3L k=

R ] b A R T R 4 b S PR 700 JK AR AR ITAS I H LA AR (EPC) A%

FR ] HL AT R E B 3 700MHZ 628 ) 2 B 4% 126 45038 R 28 7 I R 4 7 SR B bR T AR B 5

HEFE BRI SR KA 56 T00M TE4k M 3 Be a4 PRI _ PR N AR, 4, X%, mEER (REESD .
FTNLAT HEE I TR K 4% T SR A PR AR B2l 380 Z TG 48 T3t 5G 7T00MHz TG4k 3 i 4% 4R

TH271H, FERBRBRARBETFEEAT (PE/ e EHbEEFHA 700 kHMREBE M E TRERE (EPC) (5B
23 HEMEEANAT)

BORRUR: TASE0. b EHBG ERTHRAAAER. . hE IDCIE. c14EEM. RIKIEARTT LT

& 22: HES" R+ EBS) 5G 700M LM B HAMEL

5G 700ME &M EiZFERPIFIRIEA

mryE |# th*m?ﬁﬁ PR
il

HEABARERASH
15,171,410,021.00 61.12%
5G 700M ERBEARSERATBREE
1 P-4 ok 2 fERRBERAE 15,131,919,569.00 28.77%
3 LSEETNRBHEMRASE  13,304,199,846.56 10.11%
ERBERERA ST ”
56 700M 1 ENEAREERATESH 15,171,410,021.00 58.89%
2 EEIS 120061 2 MERRBERAE 15,131,919,569.00 33.53%
3 RKERDEGSREFRLE 14,247,860,837.97 7.58%
HABERERASTH
1 8,004,518,064.00 59.98%
ST ERBRARSERATREE O
3 waw | R [ PGB AR A ERAS 7,083,731,096.00  30.44%

w

BUE (bE) BEEHMRLE  7,420,350,000.00 9.58%

BRBIE: C114EER 2021.7.18

BRI C1M4IE(EM. R RUESHT I

HE+3) 205 2T B %, 2.1G+3.5G L@ = mdit. 202147 9 H, H
{EHGIE 2021 4 5G SA @R LRELL L& (216) BaEF R H B ERE5, #is
(LSRN 24.2 G, BEARRANT N 205.32 127, AN R % 8.5 Fot, 4
N M KEREMESL TR, PN, FXTR e N 92.44%. 8 H 1 H, #
ERLERA “2021 4 5G SA @ LFETLLE T W% (3.5G) KIMWHiH B—KIE” Amw, HFia
Br—% 3.5G L LW HER
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om R g | woge| mzsc| wmE
HE i # 53. 10% 31. 90% 3. 56% 2. 56%
BNV BT 7. 44% 1. 44%
CRIRGE 92. 44% 7. 56%

VORISIRUR: BRI . K RGES0T

[F P B S R e Ry, KL TNk 9 I P

H R 5G B MEXRBEE e E. HIE3GPPEE ML, 5G 704 sub-6G FIZ K IBHEL,

5G AW REIRMHE R oE. S REEE . AWMERSR T, EEZKMALRME

ﬁﬁﬁ#%k HETE RN 5G &% L sub-6G S N . ZZ KU AE M (E B S 85 42 X IR AL 5 K
 EREE. HEtaem 56 ke ‘#%nmc;u&*%é,%#ﬁﬂu%EF%ﬁ

%ﬂ%%ﬂ%% AR TR UIX . R X R LS B, KSRE, 5G s

MK @ E MR, TR K IE 5G iB e e . (5G M “WiI” 4730 R1(2021-2023

)Y MERE AL, HEUFRE 5G =Kk 3 s & A B, PR = R,

BE5E 5G =K A ML LAt

L REENEN 56 RN ARA, FEWS)E N LEEINE R RN 56 ZRBSLAG
o MBTLAS, SRBNEN 56 RBR ARSI L. T EBGER LT 4 5
SRR, WA E NP AR, MR . KumrE, H b BORA
AR SEL, FRIRATILN R, ERORTTIH, HE— DU T R16 FRAIIZ KB R EOAR
R, EEZEARBAMEART . R T7m, PR, el AN RAENR, RUEM
KBTI R 77 SITIH, RATEARER, HESh & A A& SmTT A&, 94 2% F S T i
UfdES . FERTM T, MEATI AR, HIEA SR 238, IR AT 55 BT A
R TT S o

=2 0@? hg:.

FREIEXES GREK B R

0 BKRESCEESENSS, SCREERLRNESENSNS, WESRHILLENRTYNBEROSBER,
0 REPCRNSESEMERENEE, B AeEa - LR,
BEEER:
FERESEITRSMFRBERIATR, PRIEACVEINESR, REREEH, R rEEETUssh, saEehse. &7
WASER RS, WIFRE. TF. SUWEDESE, BRSNS, FRTLARERE.

BisTE:

EHAST: #—PRE TR ARANERICERIEEATER, SEBRKRENEASR.
HERAM: EETRIAR, SeRAYMAIRIES, e EREEMN SR,
EERAE: BHEAER, MahiRSTRuITR, SREHBNTES.

Eﬁﬁiﬁ&ﬁﬁ WETUES, WESINE 8% DESOFISHENRARIS R,
L S — e IR
2020 osl 2020 10| 202112] 202103 2021.06
AERINTHRNG. X ORGSR RESET RASONR, FHemN SRR, RAEAHRAEBE

FENTNEUME M D RECRE. WS —--— SMGRLEFEMES.  SOUDGESTHESENT. RO SRS,
EUBCREAPREN RN RSRATGEON,

prom—- e
s,

BRI C1M4IE(EM. R RUESHT T
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FREIE SG Eil# ik e A

EA 5G BB@HELL. MIHLH IR TEIR (5G MM “HIN” 1730tk (2021-2023
) KT 5G EBIMIMEK, 5G ML R INE f A NI AIA 5G Bufilid 18 4>, %
MEE A 14 RN D EEEENEE, [ A 75 2B 5G Bl M B0h 252 71, 7% H AT Bk
AT WA R T R .

23R 5G EWEBERMK, KHEEZE TS 56 BB, SHEILEHEZ#EL 121 54

(LK) 2019 g ik 23 734, B N1 93%); £[EH 5G HeuiiE =210 10 /i4 (L)
EBECEN 60 i) HA 5G Ryl &ilid 3.5 754> (kI 2023 4E ik 21 754D, HAf
#i[E 5G LA, 5G Byl i th fUX R IR 2019 4 5G HEu BN —F, B
RIS, 4k 5G el AT B i — Bt 27k

&l 25: EM 5G EIBRZMA & 26: 2020 FREE 56 FEIGR BT
300 - 01

70 4
250 -

60 -
200 -
50 A

150 40 -

30 A
100 A

20 4

50 | 11.8 10
10 A 35 45
0 - 0
IASCRILHE BtrEIZ5CRILEE FE HE =B BAE =E
BORLRIE: TAEH. FEBUFM . KIRGEST 5T AT BORLRIE: JCHANEGE . RIRGIESF 7L AT

5G BLME R+ TUT, BEHEH5G SA MR &FK

SA (5GEZLM+5GEAM) & 56 MEE B MWL EIr. 5G WA KA MR SA (ird
M) FINSA (FEBESTZHND . HATE N 5G W46 3 2R i NSA 1%, 3T HAi
4G %O W, REXERE T, 5G NR &t H4ie T 4G LTE, J+FIIH 4G #Z% .0/ EPC, {H2
KHIRE SA RE&MEHEFR, NSA R&E 5G M@K EsM. MT 4G %0, 5G
WU PR R T P P TR 328 66 T 3 88 0 0 A a8, Sl T s i &, RO R AT DA 3 i
ZHIAP] B NBIFTRSS, A& 5G BALRI B AT, R E i IR to B 5G 1Tk 7
FH to C Z WML IRS IO . RIHGZE B HERE 5G 1% .0 WL B ALE AT

5G LM TFHE—DRA 56 SA MEHEFR. 5G %0 W 3 Tk 5558 Ar 2 WIS FE
eMBB 5 (R sh ), RkILH: uRLLC 5 (e SRR &%) Al mMTC %5
GEEYED, S TREMFERE TEmEMESR, Kk 5G #OMAERRH i\ N g .
5G %0 W il T P TG 7E 48 X I 0, BAR AR SRR & N ML/ =L oG, W NSSF.
NEF. NRF. PCF. UDM. AUSF. AMF. SMF DL AF . M/ UPF RGBT
% | BXgdt, BAsRSRES TGRS, D% MEC Rl BNV EFNE, H
PR & NIBR RS AL/ REEE).

5G SA BiFEHEH+5G AN TUEENS) 56 B M HREE K. R 1A 0 7
ABIResearch A A IR & Tilih, 5G L MAE 2020 SR HEN 2,900 Ji5TC,
2024 FERHE A 84 {23670, HAFEIKELN 313%.

15



Shengyi Electronics (688183 CH) 5 October 2021

Bl 27: 5G M454EH

s ~~ re L2 [ [ e .
(LTS . T T S i PO e O e T T O T O
i o 0 T N Tt S S ]
i (L] (] 1 ] §l 1
IEI'&|I ||&.|§,lﬁl|&,|"5‘?":
1 P P prIN| sl | P | s
P I P Bt e B R s
- 1~ Y4 I - - feo e
eMB| uRLLC mMTC
E2E ManagementPlane Slicing Mar

Enable Plane  Network Service Enabler Complex Event Process Analytics

Policy Data

: I' Compasable Control Function (CP) \
o Service - !
[ n ] e e T T !
' - :
cosshigm : A
S i 1 Controll
e . S
'

Mobile Cloud Engine (MCE)

i Service Oriented Core (SOC) I
PORRIE: £ 56 E . RIXGESIT FHT
& 28: 5G NSA Hil SA M AT H. B 29: 2020-2024E £k 5G LM Hisz i
%0 1200%
NSA® | sApR 20 AN
) 800%
50
600%
40
30 400%
20
10 200%
; - B "
2020 2021 2022 2023 2024
w— SGIELPATIRAN (287 — IR (%)
FORIRIR: B TR RSB 78 BURLRJE: ABIResearch. SZLEHFHNBFFLMN . KIKGEFAT T HT
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B OB ASTHEIN+R S /T, RS54 PCB
iR EGIE =5

ZUHHETHZEMRER, RGNS ERETRET

ERATTHEMHERER, EKHEREHEKES . RE &R, 2020 F45Ks
5 (IAAS+PAAS+SAAS) T HIMEIA Bl 2245 123570, #2019 EH K 19.22%, 2021 FEHH
ik ¥ 2654 {2350, 2020-2023 4, 4 ER IAAS/PAAS/SAAS T #LiE CAGR 4> 5N
21%/20%/14% . THIT KRR B A K = TN B E R R — DT, SR 1HE T a By
RS I K AR

FE = BRI SK . 2020 FEFE A HE WIS 1776.4 1276, #HEL 2019 £
K 33%. ZEEBELHEYM, laaS Mgafrst LI E S b R TR IR, Ak
SR S PaaS R4 I sRFFE K e i I DU BRIz mi, S ik SaaS IR 7%
o VT 2021 EE o HE I G Ik F] 2330.6 1270, FILEK 31%, {RFF

BRI

Bl 30: &FHHETHIE (LET) K31 REZHETTIME (Ln) R
4000 - 2500 - - 45%
3500 L 409

3000 - 2000 + L 35%

2500 r 30%
1500 -

2000 4 r 25%
1500 - r 20%
757 ]

349 435
282

1000 -

r 15%
0 - 5%

2018 2019 2020 2021E 2022E 2023E
0 0%
HIAAS “PAAS mSAAS 2014 2015 2016 2017 2018 2019 2020  2021E
VORI, SCUEEW . RRGESRRT 5L B BORDRIR: B fEEpe . O, FIZA, RMESRFE 7T

BEP OB A HGMREAME R ZRREZBTR. iME RIS RO E TR,
2020 FAFREIR P LMTEASH AN 1870 143670, 5 E—FRF. 21 SR 2R RN A
TR E St — s B P OB AL BT, Dell'Oro Group FISRHT IR Bor, H A
= 4 0y (Hyperscale Cloud data center) )% A HFUTHIGAE 2021 £ K 20%, 2020-
2025 FAESBIEHEIGIES] 6% BRI ARG RS SR 4R & H R, A
SIEARELE N 80%.

17



Shengyi Electronics (688183 CH) 5 October 2021

Bl 32. AFREEE OB ASHIEE (LE50) &l 33: HAEHLBBRASH
(Billion $) _
0
45 - MBaildu @
B Tencent 5%
40 | malibaba T
35 . mFacebook 6%
= Microsoft
30 = Google
25 ~ ®mApple = 1 i 1%

W Amazon
20 AR
15 | R A NS

10 i

5
0

RSRE CMKIRE wEFRE wR2iRE wHRRMTING

2016 2017 2018 2019 2020
ORI SUMCO TRl RXGIEZ#4F 4¢ i BRI A SR RRUESHT5C BT

= RS Q2 HERESEART, PRABKIIR. 2021Q2 k554 BT EIA LY
1 9.2%, [FLLFFE 4.2%, SGHEA LT, T2 Q2 ST A meki, it
Q3 W H R EOUA P, RN ST A N TR RN A b m v RE v 5 75 5K 4
INBIHESD N, — 2R3z 8 v S 55 2 W R AT S 8, = R IR 55 4%
[ S TR LK 13%, R4 IDC i, 2021-2024 4F 55 #5 t B S f
FF 5%~6%ME G143, % 2024 FEH LI 1418 Ji G tth .

- MEREATGHEGEREEKED. 2019 FLERMK KA TN 505.4 12
%0, FIHEK 4%, 2015-2019 4 CAGR N 4%. 2020 [ P W45 15 & T 3 A
87.91¢3% 7T, KK 3.5%, Tt 2026 F[E A M2 ik Tz M )y 120.8 123 7t
2020-2026 4 CAGR 4 5.95%.

E 34: £ERBEBEEHHTE E 35: &BRRSRFFHEMN

350 - r 40% 400 - r 50%

300 A 30% 3901 - 40%
4 L 0,

250 | | g 300 30%
250 1 L 20%

200 H r 10%

200 - E10%
150 L 0%
150 0%
100 7 F0% g0 1 E-10%
50 4 L -20% 50 - - -20%
0 A -30% 0 -30%
2019Q1 2019Q2 2019Q3 2019Q4 2020Q1 2020Q2 2020Q3 2020Q4 2021Q1 2019Q1 2019Q2 2019Q3 2019Q4 2020Q1 2020Q2 2020Q3 2020Q4 2021Q1
— R (BR) e yoy — EEN (123E5T) e yoy
BRIRIE: IDCy R HMIEFHF 7T FRRIE: IDCy K AIEFBF 7 FT
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B 36: &FRMLRETHME (23T F 37: EAMGRETHIBEREE (ZET)
520 - 120
500 100 1 M . ]
480 80 mm | .
[
460 - 60 4
440 40 1
420 - 20
400 0
2017 2018 2019  2020E  2021E 2022  2023E  2024E
380 -
2015 2016 2017 2018 2019 AN, BREREE WLt
FERIKUR: IDC AITHE AT AT R XIESE 0t 5L T FERIRIR: RSN R XES5 T 55

B/ EEMR, TR PCB EWM5FH

554 7 GIS T EHE CPU (Beit-ZM T+l -HIFE T 20 + A7+ 4 TH 2

= CPU % HEZemaermiiG T2 RS2 CPU AW AZIME T4 . BEM 4
ETE G ET R RS ST, @S E ARG TR, £
R AR IhFELR AT, HAHSF MBS T HEREAREE. =i E K
WHEE, WY EE, RN BRI SIS . )G T2 T 3 B i 5 S
F2(14nm-7nm-5nm J§iE )+ Sk 3 2 - B (1 AMD (1 3D chiplet 35 2% )5 B % S R
PR IS AT AR RS I A ST 1R T

= N DDRFZ: Pif7 DDR B ALHE S E R, TAE R BEAR AT MR R,

= PCle #t%: PCle {14k PCl-Express, M pcie1.0 2 H #i&# 1) pcie5.0 2T 5
o PCle & —MEiE AT HENY RS Lbrut, PHEESEFPIT. XS S X0EIE
s AT . PCle FHR RS KIS LR IE, WE2EHE, MR EE.

# 9: Intel. AMD RE3F&FHEKE

2017 2018 2019 2020 2021 2022
Intel Purley(Sky Lake) Purley(Cascade Lake ) Whitley Eagle Stream
CPU il 2 14nm+ 14nm++ 10nm+ 10nm++
PCle PCle 3.0 PCle 3.0 PCle 4.0 PCle 5.0
M 6 DDR4 8 DDR4 8 DDR4 8 DDR5
4 28 28 28 48
AMD Naples Rome Milan Genoa
CPU il 14nm 7nm 7nm EUV 5nm
PCle PCle3.0 PCle 4.0 PCle 4.0 PCle 5.0
M A7 8 DDR4 8 DDR4 8 DDR4 12 DDR5
[ 32 64 64 9

PORIIE: AR . cnBeta. KRGS 7t

E 38: PCle REFiE B 39: DDR REFif2

PCle 5.0 @ 32GTris
Bus Clock (MHz) Prefeich | DataRate(MT/s) | o0 ' Voltage (V) DIMM Pin
SORAM 100-166 n 100-166 0813 33 168
2010 48 : DOR 133-200 n 266-400 2132 25286 184
. PCle 3.0 @ 8GT/s DOR2 266-400 an 533-800 4264 18 240
2008 DDR3 400-1066 8n 800-2133 64-17 138115 240
. Continuous improvement with
PCle 2.0 @ 5.0GTIs data rate as well as usage DDR4 1086-1600 8&n 2133-3200 17-256 12 288
models, doubling bandwidth DDRS 1600-3200 160 3200-6400 256612 1.1 288
and improving capabilities
2000 e
® PCle1.0@25GTis
BORIKIR: FMACE M . R REZRHTE ST ORISR : GRL. KRUEZAF 52 it
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R% 3T EFAHBEERMRBEFTRATR, RMEBTIMRES LT AH. Intel f1 AMD %
I, AR SIIRS S CER. Intel 21 & A Whitley &4 Ice Lake R4l
DDR4 HA&MAKIMFIRTT %, Ice Lake & intel 13k &E = HISKH 10nm+HIFE AR S %% CPU &
Fr, [N Whitley “F- & 114 intel B335 PCle Gen4 (1°F- &, BRl— IR 2 4L 40d 1 B3
Tt BI4ETT intel £4f:H 10nm++ Sapphire Rapids IlR45%: CPU & Eagle Stream -4,
232 #% DDR5 & PCle Gen 5, g% A% 7JMEHRALHE IR . Biik AMD B7EHI4F
RATEHAEE 5nm R5-8 CPU 1) Genoa k%% T 6. FEf 5% intel L—18™ & Purley
(Cascade Lake) BEURVEREIRTIASK KRS % 2-4 SETEILRFEW], BRESHT = s 5 05 A 30 BOR
FEEHIRA TR, W TR K.

55 25 TH ks PCB PEREZR AW T 21, i s 5545 PCB HHLINME BRI EEERIN:

1. MBS EIREERREF: FE PCle FF4, fEHndERER, FHEMIZEDSH Mid Loss T+
25 Low Loss # Ultra Low Loss. PCle 3.0 ffJikR%5#% =B LL FR4 N3, Mid Loss
&%, JHE % PCle 4.0 J5, FM PCB FHFE KA Low Loss &4, XTRAAT M4, A:zd
S7439. WK 1T-958G S5k, BfidH—1X intel f1 AMD SZ#F PCle 5.0 FIlR%-4F &
HEH, TR PCB 4k4: 714 % Ultra Low Loss, 5 PCB M {E &7 .

(s I RIRFE R RE#TE
PCle 3.0 8Gbps Mid Intel Purley
PCle 4.0 16Gbps Low Intel Whitley. AMD Rome
PCle 5.0 32Gbps Ultra Low Intel Eagle stream

BRI M EHEL . RINIEZRHT LT

2. PCBREHMM: M4 PCBIEH ML MEH-FEER M E S BT g, 525 547K
Whitley &3, IRS24R BH2ERT Purlex. P& 12~14 BIRFE 14~16 2, EHERF,
JEREE RS %% CPU & T4, X TIRS %% PCB ThAEERIZT, PCB E3h it — b4
.

3. EMAPCBINI: TEWAE/T, Eagle ¥ KA PPO WAL, 7S H FRREH AN
SN TEREEA /7, Eagle K T HILFSAR M Low-Dk B8 4; TE4R 6 771,
Eagle ¥Rk M HVLP /7R, TR RTF2 fFGEMRIR TR, BRILHA.

454 CPU F+4%, *tF PCB EMFT, Tt 2024 ££R %484 PCB Wiy 54-61 2.3
JG, 2020-2024CAGR 4 10-13%. Ultra Low Loss R [f14# I +PCB A /2 58 fn+ 4Bkt A4 1
TLEMER, THRET OIS CPU P& PCB AN 20-30%. *E%] PCB K
AINBAEFE N, TS 88 CPU V& FH4aish Bl PCB M H &4 F 20-30%, &N 2021-
2024 FER 45 A H TR E 5-6% A4 A A HE, it 2024 RS54 H PCB i M 54-61 12
7T, 2020-2024 4 CAGR 74 10%-13%.
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Fio. MM EEMNAAE CT. LIRS, BAE. PR, RESMWE B GE
Healthcare Gl FHZES7). Medtronic,Inc. (EHAIAF]D . EIHET H 2R A EIT .
BREBFR: EARFBRTIE, AFFROENHTEREZS. PEAEHREERG. B
FIRRE I RS BB LK E RS L. ARFRTKER 2,000V &E
[y AT SR RO S P AR . M AR R R SR RIAR . 23K T7GHz =K ik
o AFRERERTUINSEMWE T BFE Draximaier Group (8 &b 7 K /gD .
Stoneridge,Inc.(f1i#%i 7). Zollner Group (HEEHT). Harman International Industries
(g 2 E PRER A R A FD WL =108 et A FRA 7 SRR 42 B 7= LR R
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MBI RIS Rk, AFTFREENATESERHRAEAMELERS,
AR 45 1% B HE R BB S 5 5 R A R A R A1 Knorr-Bremse Group (7 i#i REE 1) %
TERUE LRI, A7 2016 fEil i AS9100(Ji K i s )R & HAK RUAE, BA&AH S5
BEGR, 7 R BN AT LRI SRS A ki, RS B B HE GE Aviation GE
FEffiZ3) #1 B/E Aerospace, Inc. (BE fisfii R A#]) 24,

FHEEWR: EHBMRME, AR FRNA TSR, RS A4 Intel. AMD Al
ECOURE I 4R B A A PR 7 S5 [ Y AR TSR Aill

HoAth LRV A B BN, MK, 2019 4, THEETHRARM REmr. &k,
BRI BIE 1.14/1. 24280, BB ELEL 5 508 3.7%/3.8%, M55 h &
XN e HABBRRE (UG T wBk. AUEAUR. BN 18/19 I8 HIE 118%/74%,
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SN A PR AR RE R OGEE B, TR A R 21/22 EE L AN 37.25/49.23 4G,
yoy+3%/+32%. TiilAw] 21/22 F5FE 58 3.74/5.48 1275, yoy-14.90%/+46.49% . 1
AT LA B I E KT, RS %A 27.67 RIS E AR, 554 A 7 P2 RE B e il 4%
fe A LRGBS AT S S R A R A A2 52, 45T A7) 22 4F 25 £ PE, R HARNA
16.5 o/, HIXRERST “EN” PR

BBt -

WEWAR: FT 2021 FEN 5G @M RFEREAFTFE, NLEERETH
M=KIBE M HE 600 {Z8ERAT A%, 22 FiBERAR T R HRTHMRE: BER
R 21/22/23 FA 55 35/38/35 JiT-JiK, yoy+1.3%/+8.6%/-7.9%; T 21
S RAE 5G @A, HEBS) R ET AR E® 700M 5G Fuh, ST
I 28 T (¥ ARUR(F PCB /R ks>, 7= 5 ASP N, RIS S i i AR A%
TRIEE K BF R NI BERAR 21/22/23 F45E #4778 3700/4000/4200
TGP K, BRI 24%127%I130%:;

WL &R s 36T 2 T SRRV A 0 B R T Bl (1 D0 2% 1 8 A R SR E K, B 12 P 24 1%
FHR 21/22/23 F45 553 19 25135150 T3 F K, yoy+11.1%/+40%/+42.9%, 5
M558 4750 Ju/F K, BRIZS 519 27%/30%/32%:;

TSR SS B8 . FE T it SRR O B R S A SR 55 28R 75 SR AE ik, it
BHUIR S5 2440 21/22/23 FE45 B 5N 12115120 F5°FJ52K, yoy+17.9%/25%133.3%,
FHEE AN 4 3R 3500 JuE K, BRI N 20%/25%/26%

THIEITI: T AR TEETRLASRE DN FRIEEE L & m R KiE
Tt 21/22/23 45155028 811018 JiF 772K, #5& AN 45129 2900/3000/3200 7t
FEFAK, BFIZEDHN 18%/24%/25%;

AT T AT /B THLSE DN FRIRE P AL B & m K
21/22/23 FAHESY BN 57110 JiF K, #ERM A8 3000 o/ 7K, BFZER
SN 12%/15%/15%;

oAl AR A . 21/22/23 EHE S H N 6/915 FIF K, B BN S HCA
4000/4500/5000 Ju/F 5K, BFIZ5 54 35%/40%/40%:

2019 2020E 2021E 2022E 2023E

BERFR (1278 14.67 17.10 12.95 15.20 14.70
yoy 17% -24% 17% -3%
P28 (128D 8.37 10.69 11.88 16.63 23.75
yoy 28% 1% 40% 43%
THEAVRS 2R (IL7e) 4.14 3.56 4.20 5.25 7.00
yoy -14% 18% 25% 33%
T4 BITR (278 1.14 1.78 232 3.00 5.76
yoy 56% 30% 29% 92%
MRHTFIR (270 0.91 1.00 1.50 2.10 3.00
yoy 9% 50% 40% 43%
HAbbA (270> 1.19 1.49 2.40 4.05 7.50
Hblk 55 (278> 0.52 0.71 2.00 3.00 4.00
Bt Uz 30.96 36.34 37.25 49.23 65.71
yoy 17% 3% 32% 33%

PRI : AR RRIEFTIT

PE EPS (Fu/fft)

2021E 2022E 2023E 2021E 2022E 2023E
TR AL 28.34 23.03 19.23 3.27 4.02 4.82
UL 16.56 13.66 11.94 0.78 0.96 1.11
LR 28.26 19.26 14.62 338 4.96 6.54
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Balance Sheet (RMBm) 2019 2020 2021E 2022E 2023E Income statement (RMBm) 2019 2020 2021E  2022E  2023E
Cash and Cash Equivalents 202.64 157.91 779.18  1,672.87 141396 Revenue 3,096.25 3,633.50 3,724.50 4,922.50 6,571.00
Trade, Notes and Other receivables 986.09 860.98 1,144.92 1,146.08 1,912.15 Cost of Sales 217475 2,641.72 2,864.14 3,618.04 4,698.26
Prepayments 0.7 2.60 1.22 2.03 2.67 Business Taxes and Surcharges 15.31 21.87 22.35 39.38 72.28
Inventories 524.00 554.95 548.10 863.64 950.53  Operating Expenses 74.41 57.30 5587 118.14  164.27
Other Current assets 132.24 181.21 138.27 150.00 166.88  Administrative Expenses 13113 17409 171.33  265.81  367.98
Total Current Assets 1,845.69 1,757.65 2,611.67 3,834.61 4,446.20 R&D Expenses 14239 15620 167.60 27566  381.12
Long-Term Equity Investments 0.00 0.00 0.00 0.00 0.00 Financial Expense 25.53 52.37 24.74 (5.84) (8.40)
Non-Current Assets 1,668.18  1,943.95 2,167.20 2,282.05 2,318.86 Impairment Losses (22.41)  (54.08) (22.25) (32.91) (36.41)
Construction-In-Progress 125.37 747.01 484.20 338.52 233.11  Gain/(loss) of Fair Value Change 0.00 0.00 0.00 0.00 0.00
Intangible Assets 86.50 85.95 78.21 70.46 62.72  Net Investment Income 0.00 0.00 0.00 0.00 0.00
Other Current assets 25.71 36.83 33.28 31.94 34.01  Other Current assets 47.35 89.87 0.00 0.00 (0.00)
Total Non-Current Assets 1,905.77  2,813.73  2,762.89 2,722.98 2,648.71 Operating income 507.79 49416 440.72 644.22 931.90
Total Assets 3,751.45 4,571.38 537456 6,557.59  7,094.90 Non-Operating Revenue 0.02 4.02 221 2.10 2.80
Short-Term Loan 641.95 1,165.30 0.00 0.00 0.00 Non-Operating Expenses 1.72 1.44 3.24 213 2.27
Trade Payables and Other Payables 847.86  1,000.50 776.31  1,533.71  1,533.49 Profit Before Tax 506.00 496.73 439.76 64419 93243
Other Current assets 361.31 421.57 333.46 395.56 428.15 Income Taxes 64.91 57.50 65.96 96.63  139.86
Total Current Liabilities 1,851.12  2,587.37 1,109.76  1,929.27  1,961.65 Net Profit 44118  439.23  373.79  547.56  792.56
Long-Term Loan 176.08 0.00 36.69 0.00 0.00  Net Profit Attributable to NCI 0.00 0.00 0.00 0.00 0.00
Bonds Payable 0.00 0.00 0.00 0.00 0.00 Net Profit Attributable to The Parent ~ 441.18  439.23  373.79  547.56  792.56
Other Current assets 2.15 4225 15.09 19.83 25.72 EPS (RMB) 0.53 0.53 0.45 0.66 0.95
Total Non-Current Liabilities 178.23 42.25 51.78 19.83 25.72
Total Liabilities 2,029.34  2,629.61 1,161.54 1,949.10  1,987.37
Non-Controlling Interest 0.00 0.00 0.00 0.00 0.00 Financial ratio 2019 2020 2021E  2022E  2023E
Share Capital 665.46 665.46 831.82 831.82 831.82 Growth
Capital Reserves 444.80 44480 2,253.38 2,253.38  2,253.38 Revenue 50.78% 17.35%  2.50% 32.17% 33.49%
Retained Earnings 1,057.07 1,276.70  3,381.20 3,776.67  4,275.71 Operating income 106.69% -2.68% -10.81% 46.17% 44.66%
Other Current assets (445.22)  (445.19) (2,253.38) (2,253.38) (2,253.38) Net Profit Attributable to The Parent ~ 106.94%  -0.44% -14.90% 46.49% 44.74%
Total Equity 1,72211  1,941.77  4,213.02 4,608.49  5107.53 Profitability
Total Equity and Liabilities 3,751.45 4,571.38 537456 6,557.59  7,094.90 Gross Profit Margin 29.76% 27.30% 23.10% 26.50%  28.50%
Net Profit Margin 1425% 12.09% 10.04% 11.12% 12.06%
ROE 2562% 2262%  887% 11.88% 15.52%
ROIC 2851% 19.99% 12.83% 15.37% 25.93%
Cash Flow Statement (RMBm) 2019 2020 2021E 2022E 2023E  Solvency
Net Profit 441.18 439.23 373.79 547.56 792.56 Debt to Asset Ratio 54.09% 57.52% 2161% 29.72% 28.01%
Depreciation & Amortization 109.19 160.95 107.29 118.57 126.35 Net Debt Ratio 41.85% 60.73% -15.43% -33.63% -25.16%
Financial Expense 26.43 4543 24.74 (5.84) (8.40) Current Ratio 1.00 0.68 2.35 1.99 227
Investment Gain/(Loss) 0.00 0.00 0.00 0.00 0.00 Quick Ratio 0.71 0.46 1.86 1.54 1.78
Change of Working Capital (316.72) 133.69  (489.21) 465.54  (840.24) Operation
Others 251 59.03 0.00 (0.00) 0.00 Receivable Turnover Ratio 3.88 3.93 371 4.30 4.30
Cash Flows from Operating Activities 262.60 838.34 16.61  1,125.83 70.26 Inventory Turnover Ratio 7.55 6.74 6.75 6.97 7.24
CapEx 716.39  1,017.70 87.15 75.27 44.11  Asset Turnover Ratio 1.02 0.87 0.75 0.83 0.96
Long Term Investments 0.00 0.00 0.00 0.00 0.00 Indicator Per Share
Other Current assets (1,282.19) (2,042.25)  (147.15)  (155.27) (94.11) EPS 0.53 0.53 0.45 0.66 0.95
Cash Flows from Investing Activities (565.80) (1,024.55) (60.00) (80.00) (50.00) Operating Cash Flow Per Share 0.32 1.01 0.02 1.35 0.08
Proceeds from Issuance of Debt 923.34  1,337.13 129.07 123.18 129.13  Net Asset Per Share 2.07 2.33 5.06 5.54 6.14
Proceeds from Issuance of Equity (25.95) (52.34)  1,950.58 5.84 8.40 Valuation
Other Current assets (429.25) (1,167.71) (1,415.00) (281.16)  (416.70) PE 25.60 25.72 30.22 20.63 14.25
Cash flows from financing activities 468.14 117.08 664.65 (152.14)  (279.16) PB 6.56 5.82 2.68 245 221
Impact of FX 0.00 0.00 0.00 0.00 0.00 EV/EBITDA 0.00 0.00 18.53 12.83 9.50
Net increase (decrease) in cash, 164.94 (69.12) 621.26 893.69 (258.90) EV/EBIT 0.00 0.00 22.80 15.22 10.80

cash equivalents and restricted cash

Source: Company data, Tianfeng Securities estimate
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