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THE BIG PICTURE

Regaining its mojo



Electronics Sector ïBig Universe

Â Subsectors:

Ã ICs/Semiconductor/Semiconductor equipment

Ã Data Storage/Hard Disk Drive

Ã Software

Ã Telecommunication/Multimedia

Ã Contract Manufacturing/EMS

Ã Networking

Ã Consumer Electronics/Computers/Peripherals



How has the sector performed?

Â Recap of downturn in 2008/2009

Â Recovery from 2nd quarter 2009



Sept 08:

ÅFannie Mae & Freddie 

Mac to get $100m bailout

ÅLehman Brothers files 

for bankruptcy

ÅAIG to be rescued by Fed

ÅBofA buys Merrill LynchMar 08:

Bear Stearns taken 

over by JPMorgan

Mar 09: Recovery & 

hopes of recovery in 

earnings; liquidity pumping

Jun 09: Stock Market 

Correction

Jan 10: Europe 

debt crisis

Source: Bloomberg



Source: Bloomberg



Themes for 2010/2011

Â Greatest semiconductor recovery growth

Â Demand for PCs & Smart Phones, Consumer 

Electronics

Â New technology drives



Semiconductor Sector

Â 2009 Semicon sales fell just 9% y-o-y, 

much better than original expectation 

of -21.3%

Â Strongest expected recovery growth in 

10 years
Traditionally, q-o-q 

growth in Q1 is 

negative due to strong 

holiday season in Q4

Source: WSTS

Source: iSuppli



Semiconductor Sector

Â Almost 30% y-o-y growth expected for 2010 by major 

research firms

Â Growth to slow down to more normal levels (~5%) from 

2011

Research Firm 2010 Forecasted Revenue Y-o-y growth

Gartner US$290.0 bil +27.1%

iSuppli US$290.9 bil +28.6%

SIA US$300.3 bil +30.6%

Sources: Gartner, iSuppli, SIA



Semiconductor Equipment

Â Underinvestment in 2008 & 

2009

Â Pent-up demand for equipment

Â Drive to new technology nodes

2009 2010 2011 2012

Semiconductor Capital Spending

(US$ bil)

25.9 47.5 58.3 51.7

Growth (%) -41.2% 83.5% 13.9% 7.8%

Source: Gartner

Source: SEMI



Capex plans of major 

semiconductor companies
Company 2007

US$ bil

07/06

% chg

2008

US$ bil

08/07

% chg

2009

US$ bil

09/08

% chg

2010F

US$ bil

10/09

% chg

Major

Product

Samsung 8.0 16% 6.8 -15% 3.5 -48% 9.5 170% Memory

Intel 5.0 -13% 5.2 4% 4.5 -13% 5.3 17% MPU

TSMC 2.6 6% 1.9 -27% 2.7 43% 4.8 79% Foundry

Toshiba 3.6 18% 2.2 -39% 1.0 -57% 2.0 105% Memory

AMD/Global 

Foundries

1.7 -9% 0.6 -63% 0.5 -25% 2.5 436% MPU/

Foundry

Hynix 5.1 8% 2.9 -44% 0.9 -71% 2.0 134% Memory

Micron 3.7 23% 2.3 -38% 0.8 -65% 1.3 63% Memory

Nanya 2.1 131% 0.7 -67% 0.6 -8% 1.1 72% Memory

UMC 0.9 -15% 0.3 -59% 0.6 58% 1.4 145% Foundry

Elpida 2.1 59% 0.9 -58% 0.5 -40% 1.0 87% Memory

Total 34.7 12% 23.8 -31% 15.5 -35% 30.8 99%

Underinvestment

Sources: Bloomberg, various web 

sources



PC Shipments

Â PC shipments up ~5% in 

2009 despite expectation 

of decline

Â Driven by:

Ã Delay of purchases in past 

years

Ã Upgrade & replacement 

cycle

Â Expect 20% growth in 

2010

Source: Trend focus, Gartner



Hard Disk Drive

Â Anecdotal evidence 

points to demand for 

smart phones, PCs.

Â Businesses increasing 

spending to upgrade

Source: Trend focus, Gartner



What is driving the electronics 

sector?
Â Strong consumer demand for smart phones and other 

consumer electronics

Â PC replacement/upgrade cycle

Â Inventory re-stocking

Â Supply shortages for key tech components

Â New technologies



Key beneficiaries

Â Semiconductor sector ïDRAM, NAND, ICs, Discretes, LEDs, PLDs

Â Semiconductor capital equipment sector ïesp. chip 

manufacturing equipments

Â HDD sector



IS THE GROWTH 

SUSTAINABLE?

Have we missed the boat?



Is the growth sustainable?

Â Electronics sector is cyclical

Â Strong performance in 1H10

Â Supply will catch up with demand

Â Inventory will be built up to optimal levels

Â But technological advancement will continue

Â Upgrade & replacement cycles will be repeated

Â In the midst of an up cycle



What can spoil the party?

Â Is the US economy recovering? ïuncertain unemployment data

Â European debt crisis ïcutting budget deficits

Â Slowdown in Chinaôs growth ïproperty & lending curbs, weak 

manufacturing figures, rising wages

Â Fears of double-dip recession



The Singapore Electronics 

Industry
Â Mostly supporting industries, other than Venture & 

Creative

Â Mainly small-to-mid caps

Â Global trends good proxies to performance

Â NODX figures confirms growth



Source: MTI



Criteria for picking the right 

stocks
Â Be selective

Â Look for strong balance sheet & cashflows

Â Compare valuations

Â Recognise companies with strong upside potential

Â Look at businesses with opportunities to ride the 

recovery growth

Â Look at mid to long term horizon



Stock Market Valuation

Source: Bloomberg



Stock Market Valuation

Source: Bloomberg



WHAT IF WE ARE WRONG?

We hope we are not, butéé



What if we are wrong?

Â Stocks we pick have strong fundamentals

Â Ability to ride out crisis

Â Downside risks limited

Â Long term growth potential



STOCKS WE FAVOUR

Our Picks



Serial System
Share price: $0.115

Our fair value: $0.140 (upside potential 21%)

Â A major trader for semiconductors and 

electronic components

Â Largest distributor for Texas Instrument in 

China and Korea now

Â Demand for electronics components will 

continue to be driven from Asia - the 

current component shortages remain

Â Reasonable dividend yield at 4.3%

Â FY10F P/E of 8x, we see catalysts 

including the stronger than expected 

earnings from the more robust GDP 

numbers in Singapore and the region



Hisaka Holdings
Share price: $0.255

Our fair value: $0.40 (upside potential 58%)

Â Mechanical motion components provider

Â Beneficiary of the semiconductor 

equipment spending cycle

Â Medical and ECO divisions are also firing 

up

Â Order remain firms and supply is still tight

Â Expect sales to double this year

Â Debt free with net cash per share of 6 cts

Â Low FY10F P/E of 5.4x



ASTI
Share price: $0.10

Our fair value: $0.21 (upside potential 110%)

Â Semiconductor equipment manufacturer, 

comprising principally tape and reel 

services

Â Strong proxy to recovery semiconductor 

equipment cycle

Â Outstanding legal suits and inter-

company loans weighing on stock but 

unjustified

Â Rebuilding its balance sheet

Â Low FY10F P/E of 3.6x and trading at 

only 0.6x P/B (NTA of 19.5cents)



Manufacturing Integration Technology 
Share price: $0.150

Our fair value: $0.210 (upside potential 40%)

Â Semiconductor & Solar equipment 

manufacturer

Â To benefit from semiconductor 

equipment spending

Â Manufacturing activities picking up

Â Solar equipment market another 

avenue of growth

Â Expect FY10 revenue to double

Â Net cash per share $0.085

Â Trading at FY10F & FY11F Blended 

P/E of 6.1x



Kinergy Ltd 
Share price: $0.090

Our fair value: $0.195 (upside potential 117%)

Â Semiconductor equipment EMS

Â Key customer, Kulicke & Soffa has 

delivered strong results

Â Ride on strong semiconductor capital 

equipment spending

Â Expect revenue to surge 109% in 

2010

Â Has to watch its balance sheet, but 

sustained revenue should strengthen 

balance sheet

Â Trading at P/E of only 2.4x and P/B of 

0.5x.



Broadway
Share price: $1.15

Our fair value: $1.62 (upside potential 41%)

Â Manufacturer of foam plastics for 

packaging and precision-machined 

components in Asia 

Â All business engines are doing well:-

Ã HDD component benefit from growing PC 

demand

Ã Non HDD component benefit from 

Semiconductor equipment up cycle

Ã Packaging division is also benefit from 

recovery in tech demand

Â Low FY10F P/E of 5x


