
 

 

ASM Pacific: Order backlog surprise on the upside 
Recommendation: HOLD (upgrade from SELL) Hong Kong Semiconductors 
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Price HK$53.80  Year to Net profit EPS EPS P/E P/B EV/EBITDA Yield ROE ROCE N. Gear.
Target price HK$54.10 (+0.5%)  Dec HK$m HK$ ∆ % x x x % % % % 
12 mth range HK$34.30-55.85  05A 850.5 2.207 (15.4) 24.4 8.8 19.2 3.7 37.2 39.6 Cash 
Market cap.  US$2,704.4m  06A 1,149.5 2.969 34.5 18.1 8.4 13.9 5.1 46.4 48.8 Cash 
Daily t/o, 3 mth US$3.2m  07F 1,074.0 2.774 (6.6) 19.4 7.5 15.0 4.1 39.8 42.2 Cash 
Free float % 34.3%  08F 1,318.2 3.405 22.7 15.8 6.8 12.4 5.2 44.3 46.7 Cash 
Ticker 0522.HK/522 HK  09F 1,362.4 3.519 3.4 15.3 6.2 12.0 5.4 41.7 44.1 Cash 

Relative to Hang Seng Index (1 mth, 3 mth, 12 mth): +6.0%, +8.7%, +11.2% 
Actual price changes (1 mth, 3 mth, 12 mth): +12.1%, +12.1%,+20.6% 
Consensus EPS (07F-09F): HK$2.980, HK$3.510, HK$3.740 
Previous forecasts (07F-09F): HK$2.943m, HK$3.546m, HK$3.675m 

Key points: 

¾ ASMPT announced quarterly results for the first time.  1Q FY12/07A net profit of HK$191.8m 
was below our expectations despite already factoring in weak results. 

¾ Order backlog of US$130m (HK$1,014.0m) surprised on the upside (4Q FY12/06A: US$103m), 
suggesting a strong recovery from 2Q FY12/07. 

¾ Leading IDMs and contract chip manufacturers such as Intel, Texas Instruments and TSMC have 
provided an upbeat guidance into 2H 2007. 

¾ Upgrade to HOLD, with a new target price of HK$54.10 representing 19.5x FY12/07F P/E and 
16.0x FY12/08F P/E, on the industry’s improving outlook and the company’s strong order book 
backlog. 

 

1Q below our expectations.  ASMPT recorded quarterly results 
for the first time.  Turnover fell 7.8% YoY to HK$961.6m in 1Q 
FY12/07 as net profit dropped 32.0% YoY to HK$191.8m.  Gross 
margin narrowed 5.0pcp YoY to 40.7%.  Though we were 
expecting weak results due to the softness in the semiconductor 
industry cycle (after a rapid build out of testing and assembly 
equipment in 1H FY12/06) the bottom line was still below our 
expectations. 

Weaker top line crimps earnings.  The lower backlog in 4Q 
FY12/06A was reflected in this quarter, with equipment sales down 
6.1% YoY at HK$767.2m as assemblers and packagers held back on 
investment.  Meanwhile, the build up of semiconductor inventories 
across the industry in 2H FY12/06A had a more significant impact on leadframe sales, with turnover in the 
segment down 24.2% YoY at HK$194.4m. 
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Table 1: Interim results  
3 months 
to Mar 

Turnover 
(HK$m) 

Gross profit 
(HK$m) 

Gross margin 
(%) 

Pre-tax profit
(HK$m) 

Tax rate 
(%) 

Net profit 
(HK$m) 

EPS 
(HK$) 

DPS 
(HK$) 

1Q FY07 961.6 391.9 40.8 216.2 11.3 191.8 0.49 - 
1Q FY06 1,043.4 477.8 45.8 299.8 5.9 282.1 0.73 - 
YoY (%) (7.8) (18.0) (5.0) (27.9) 5.4 (32.0) (32.9) n/a 

Source: Company data  

1Q order bookings surprise on the upside, signal turnaround.  New order bookings reached about 
HK$1,160m in 1Q FY12/07F, up 24.6% QoQ, and compared well on a YoY basis (down 8.8%) given that the 
industry was well in a build-out phase at the time.  We believe that the promising order inflow during 1Q 
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signals a turnaround in the back-end equipment industry in 2Q FY12/07.  The book-to-bill ratio surged to a 
healthy 1.21 at the end of the period, up 0.37 points QoQ, the highest level since 1Q FY12/07. 

Strong cash position.  ASMPT’s strong cash generating abilities continue to underline its high operating 
efficiency amid the volatile semiconductor industry.  Cash-in-hand reached HK$987.5m at the end of 1Q, up 
7.9% from end-FY12/06, the highest amount ever recorded by the company.  In light of the strong cashflow, 
management indicated that the FY12/07 capex budget may be increased from the planned HK$30.0m. 

Positive outlook for foundries and IDMs.  Though SIA reported sluggish semiconductor industry growth of 
3.2% YoY in 1Q, Intel, Texas Instruments (TI) and TSMC have recently given a bullish outlook into 2H 2007, as 
semiconductor inventory backlog is digested.  More importantly, Intel and TI have announced plans to set up 
plants in China and Philippines, respectively.  ASMPT will be a key beneficiary of this investment, in our view. 

Upgrade to HOLD, new target price at HK$54.10.  We have revised down our FY12/07F and FY12/08F net 
profit estimates to HK$1,074.0m and HK$1,318.2m after taking into consideration the company’s 1Q results.  
However, we have upgraded our call on the counter to HOLD (from SELL) to reflect the industry’s improving 
conditions and the company’s strong equipment order backlog.  Our new target price of HK$54.10 represents 
19.5x FY12/07F and 16.0x FY12/08F earnings. 

Table 1: P&L 
Year to Dec (HK$m) 2005A 2006A 2007F 2008F 2009F
Turnover  
    Equipment sales 2,864.4 3,581.9 3,511.7 3,946.4 4,142.7
    Leadframes 672.5 974.0 977.8 1,277.9 1,431.2
Turnover 3,536.9 4,556.0 4,489.5 5,224.3 5,573.9
% chg (7.6) 28.8 (1.5) 16.4 6.7
Cost of sales (1,926.1) (2,476.6) (2,515.9) (2,880.6) (3,129.2)
Gross profit 1,610.8 2,079.4 2,079.7 2,343.7 2,444.7
Other revenues and gains 21.3 34.3 36.0 40.5 42.5
Selling and distribution costs (317.0) (375.8) (366.1) (412.5) (440.7)
Administrative expenses (143.5) (172.0) (170.6) (190.8) (200.3)
R&D expenses (267.6) (286.9) (278.3) (316.0) (331.5)
Operating profit 903.9 1,279.0 1,194.6 1,464.9 1,514.8
Finance costs (0.0) (0.2) (0.2) (0.2) (0.2)
Share of profits and losses of jointly controlled entities - - - - -
Share of profits of an associated  - - - - -
Profit before taxation 903.9 1,278.8 1,194.4 1,464.7 1,514.6
Taxation (53.4) (129.3) (120.4) (146.5) (152.1)
Minority interests - - - - -
Profit attributable to shareholders 850.5 1,149.5 1,074.0 1,318.2 1,362.4
% chg (15.2) 35.2 (6.6) 22.7 3.46
Dividends (772.9) (1,064.4) (851.7) (1,084.0) (1,122.7)

Source: SBI E2-Capital 

SBI E2-Capital is a dedicated small/mid cap investment banking/ stockbrokerage house. Find our research on: sbie2capital.com, thomsononeanalytics.com, 
factset.com and multex.com  
SBI E2-Capital stock ratings: 
STRONG BUY : absolute upside of >50% over the next three months 
BUY  : absolute upside of >10% over the next six months 
HOLD  : absolute return of -10% to +10% over the next six months 
SELL  : absolute downside of >10% over the next six months 
Investors should assume that SBI E2-Capital is seeking or will seek investment banking or other related businesses with the companies in this report. 

Analyst certification: The views expressed in this report accurately reflect the analyst’s personal views of the subject securities and that the analyst has not received 
and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this report. 
Disclaimer: This research report is not an offer to sell or the solicitation of an offer to buy or subscribe for any securities.  The securities referred to in this report may not 
be eligible for sale in some jurisdictions.  The information contained in this report has been compiled by the Research Department of SBI E2-Capital Securities Limited 
(‘SBI E2-Capital’) from sources that it believes to be reliable but no representation, warranty or guarantee is made or given by SBI E2-Capital or any other person as to 
its accuracy or completeness.  All opinions and estimates expressed in this report are (unless otherwise indicated) entirely those of SBI E2-Capital as of the date of this 
report only and are subject to change without notice.  Neither SBI E2-Capital nor any other person, accepts any liability whatsoever for any loss howsoever arising from 
any use of this report or its contents or otherwise arising in connection therewith.  Each recipient of this report shall be solely responsible for making its own independent 
investigation of the business, financial condition and prospects of the companies referred to in this report.  SBI E2-Capital and their respective officers, directors and 
employees, including persons involved in the preparation or issuance of this report, may from time to time (1) have positions in, and buy or sell, the securities of 
companies referred to in this report (or related investments); (2) have a consulting, investment banking or broking relationship with any company referred to in this report; 
and (3) to the extent permitted under applicable law, have acted upon or used the information contained or referred to in this report including effecting transactions for 
their own account in an investment (or related investment) in respect of any company referred to in this report, prior to or immediately following its publication.  This 
report may not have been distributed to all recipients at the same time.  This report is issued only for the information of and may only be distributed to professional 
investors and dealers in securities and must not be copied, published, reproduced or redistributed (in whole or in part) by any recipient for any purpose.  This report is 
distributed in Hong Kong by SBI E2-Capital.  Any recipient of this report who requires further information regarding any securities referred to in this report should contact 
the relevant office of SBI E2-Capital located in such recipient’s home jurisdiction. 
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