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Tread in the recovery track

to summarize...

Ticker 3336 HK
B Top line growth returned positive in 2H following comeback of PC demand. Rating BUY
B PC market outlook is improving backed by better-than-expected economy Price (HK$) 7.41
recovery. Target Price (HK$) 9.56 (+29.0%)
B Market occupancy is expected to increase in 2010. 12m Price Range (HK$) 212-851
. . T . Market . (US 1,062.0

B Earnings forecast was revised up to reflect optimistic view on PC shipment. arket cap. (US$m)
Daily t/o (US$m) 3.4
B Target price was re-set at HK$9.56 from previous HK$8.37. Free float (%) 71.9

Top line regained growth in 2H. FY12/09A results came in broadly in line with our

expectation. Turnover climbed up 3.0% to HK$7,463.9m, suggesting 13.6% YOY Financial summary

rebound in 2H from 8.9% slide in 1H. Gross margin enhanced 1.3pcp to 18.0% due vear to Dec 08A 09A 10F 11F 12F
to the sales mix change with more demand for mid-end products, which, however, 1 mover (HK$m) 7.249 7,464 10,935 15,574 19,760
was eroded by increased effective tax rate from 15.9% to 18.9%. Thus, net margin  net profit (HK$m)  658.3 704.9 971.31,460.01,776.9

improved only 0.1pcp to 9.3% and net profit picked up 4.0% to HK$704.9m. EPS (HK$) 0.658 0.662 0.869 1.306 1.589
Table 1. Growth in 1H & 2H FY12/09A P/E (x) 60.5 06 312 503 217
Year to Dec 08A 09A P/B () 99 98 75 50 41
(HKS m) 1H o4 Total 1H oH Total  EV/EBITDA(x) 230 183 150 117 093
Revenue 34282 38210 72492 31243  4339.6 74639 o0 () 7o 66 4l 30 22
Gross profit 5347 6783 12130 5568 7880 13447 ot () 08 12 13 20 59
Operating profit 3914 5026 8940 4003 5823 9825 OCECH) 267 208 220 264 253
Net profit 2835 3748 658.3 289.6 415.2 7049 N.Gear (%) 227 170 220 269 273
Growth (%) Source: SBI E2-Capital
Revenue (8.9) 13.6 3.0
Gross profit 41 16.2 10.9 10F 11F 12F
Operating profit 23 15.9 9.9 Consensus EPS (HK$) 0.867 1.194 1.265
Net profit 2.2 10.8 71 Previous earnings (HK$m) 933.9 1,280.5 na.
Source: Company data Previous EPS (HK$) 0.847  1.161 n.a.
Improving PC market will favor casing demand. PC market bottomed out in 3Q )
09 and PC shipment globally increased 8.7% in 2H, versus 5.1% decline in 1H, ¢ Performance
which largely explained JTI's regaining growth in the second half, in our view. In Year to Dec im Sm__12m
2009, the actual PC shipment number was 6.3% ahead of our previous assumption <e/aive o HSI (%) +93 23 +916
Actual price changes (%) +12.6 +1.1 +202.4

(IDC Dec forecast: 278.2m units). We re-iterate our view that, as a major supplier of
laptop casings, JTI's performance is highly correlated with the PC market. As 10

outlook of PC market in 2010 is improving (in its latest research in Mar, IDC penciled s .
up 2010 PC shipment forecast by 11.5% to 333.2 units), aided by
better-than-expected economy recovery, we maintain our positive view towards JTI & 6
unchanged. X4 A
. - 2 T
Chart 1. Quarterly global PC shipment (units m)
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Table 2. PC shipment forecast
Year to Dec (units m) 09F 10F 11F 12F 13F 14F
New forecast (Mar 10)
Desktop PC 127.1 128.3 130.3 131.8 132.6 133.2
Portable PC 168.8 204.9 249.4 296.2 344.8 398.1
Total 296.0 333.2 379.6 428.0 477.4 531.3
Old forecast (Dec 09)
Desktop PC 125.8 123.7 125.4 127.5 128.8 n.a.
Portable PC 152.4 175.1 212.6 251.4 291.0 n.a.
Total 278.2 298.8 338.0 378.9 419.8 n.a.
Adjustment (%)
Desktop PC 1.0 3.7 3.9 3.4 3.0 n.a.
Portable PC 10.8 17.0 17.3 17.8 18.5 n.a.
Total 6.4 11.5 12.3 13.0 13.7 n.a.
Source: IDC

Market share expansion thesis remains. Momentum still comes from: 1) JTI's expansion in metal casing business; 2) orders shifted from
Hon Hai to JTI after the prior launched its own laptop ODM operation. The resilient PC demand will probably encourage Hon Hai’s
expansion in laptop ODM business, which, consequently, will accelerate other ODMers’ pace in shifting casing orders from Hon Hai to JTI.
Overall, we expect ~3pcp market share enhancement in 2010 to ~33%.

Profit projection was penciled up to reflect better-than-expected PC shipment recovery. .Following change in global PC shipment,
we revised our earnings forecast accordingly. FY12/10F and FY12/11F net profit were revised up by 4.0% and 14.0%, respectively, to
HK$971.3m and HK$1,460.0m. We expect earnings growth to drive up share price and set our new target at HK$9.56 (previous: HK$8.37)
based on 11.0x FY12/10F P/E, which will drop to undemanding 7.3x in FY12/11F.

Table 3. P&L
Year to Dec (HK$ m) 08A 09A 10F 11F 12F
Revenue 7,249.2 7,463.9 10,935.5 15,573.8 19,759.9
COGS (6,036.2) (6,119.2) (8,874.6) (12,601.6) (15,919.5)
Gross profit 1,213.0 1,344.7 2,060.8 2,972.2 3,840.5
Other income and gains 99.2 74.2 72.2 100.3 136.5
Selling and distribution costs (31.2) (35.7) (50.7) (68.8) (87.3)
Administrative expenses (360.2) (369.4) (524.0) (711.0) (902.2)
Other expenses (26.9) (31.3) (44.4) (60.3) (76.5)
Profit from operations 894.0 982.5 1,513.9 2,2325 2,911.0
Finance costs (75.1) (48.6) (108.8) (75.4) (69.0)
Share of profit of an associate 0.0 0.0 0.0 0.0 0.0
Profit before tax 818.9 933.9 1,405.1 2,157.1 2,842.0
Tax (130.3) (172.8) (288.0) (485.4) (710.5)
Profit for the period 688.6 761.2 1,117.0 1,671.7 2,131.5
Attributable to:

Equity holders of the Company 658.3 704.9 971.3 1,460.0 1,776.9

Minority interests 30.3 56.3 145.7 211.8 354.6
EPS - Basic (HK$) 0.658 0.662 0.869 1.306 1.589
EPS - Diluted (HK$) 0.643 0.631 0.830 1.248 1.519
Proposed DPS (HK$) 0.050 0.080 0.087 0.131 0.384
Proposed dividend 50.0 89.4 97.1 146.0 429.4

Source: Company data, SBI E2-Capital
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SBI E2-Capital is a dedicated small/mid cap investment banking/ stockbrokerage house. Find our research on: shie2capital.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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