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Take a long perspective
. ¢ Nearing BEP in 4Q13 with operating loss narrowing to W100mn
Trading BUY (powneRraDE) J . J
¢ Turnaround expected in 2014 with operating profit of W33.5bn
Price (Nov 15) W7,200 + Downgrade to Trading Buy for a target price of W8,000
Target Price W8,000
OIS 11.1% | Nearing BEP in 4Q13 with operating loss narrowing to W100mn
Simmtech reported 3Q13 operating loss of W2.4bn, failing to meet market
YoungChan & (82-2) 3772-1595 expectations. Demand for module PCBs (printed circuit board) for PCs fell, while
Kim >4 youngkim@shinhan.com overtime payments during the Chuseok holiday season and power costs increased.
It is positive that mobile substrate sales share climbed from 36% and 39%.
KOSPI 2,005.64 . ) . ) i
KOSDAG 512 74E Module PCB demand will likely continue to slide in 4Q13 owing to the fire
Market Cap. W231.8bn/ US203.4mn 1nc.1dent at SK I-‘Iymx.‘ Simmtech, hc?we\{er, is expectec{ to.reach the break-‘even-
point thanks to its shift to the mobile line and a drop in fixed costs that climbed
Par Value W500 o
Outstanding Shares 32.2mn temporarily in 3Q13.
Free Floating Shares 23.7mn(73.7%)  Turnaround expected in 2014 with operating profit of W33.5bn
52-Week High/Low W10,750/W7,170 . ;. . . . ..
. Simmtech’s line conversion to mobile products is expected to bear fruit in 2014,
60-Day Avg. Trading Volume 229,744shrs . . . .
60-Day. Av. Trading T/0 W1.925mn Mob1lfe sa'les are forecast to record W290bn (44 '/o of c.ompanyw1de sales) with MCP
Foreign Ownership 3.20% (Multi-Chip Package) sales of W200bn and flip chip CSP sales of W30bn. The
Major Shareholders growing share of the mobile business should drive up ASP and improve margins.
Se-Ho Jun and 1 other  25.73% We forecast sales to rise 24.7% YoY to W664bn and a turnaround to operating
Min-Ju Lee 9.17% profit of W33.5bn in 2014.
Absolute Performance Zm Z;Z" Downgrade to Trading Buy for a target price of W8,000
12M _28'00/: We lower our target price from W11,000 to W8,000 (retain target P/E of 10.8x) in
Relative performance M 103% line with revised earnings estimates. FC-CSP orders from low-end AP
to KOSDAQ 6M -141% manufacturers have started rolling in. With growing sales for mobile devices in
M 307% the long term, margins should improve from 2014. We recommend a long-term
approach with an eye on mobile sales growth.
Year to Dec. Sales (1] Pre-tax NP EPS Growth BPS PER  EV/EBITDA PBR ROE  Net Debt
(Wbn)  (Wbn)  (Wbn)  (Wbn)  (Won) (%) (Won) *) ® () (%) Ratio(%)
2011 612.3 62.5 515 419 1,435 (44.8) 5,895 8.5 5.3 21 2711 83.8
2012 630.6 463 32.8 2.5 792 (44.8) 6,676 13.0 5.7 15 126 55.7
2013F 532.3 (19.0) (34.1) (27.3) (848) ™ 5,629 (8.5) 19.7 13 (138) 85.8
2014F 664.0 335 26.1 227 705 P 6,136 10.2 5.5 1.2 120 812
2015F 716.9 49.5 453 36.2 1,125 59.6 7,062 6.4 5.2 1.0 171 62.7
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Earnings forecast revision

2013F 2014F
Before After  Change (%) Before After  Change (%)
Sales 556.6 532.3 (4.4) 692.8 664.0 (4.2)
oP (9.5) (19.0) L 489 335 (31.4)
NP (18.2) (21.3) L 31.0 22.7 (26.9)
OPM (%) (1.7) (3.6) 71 5.0
NPM (%) (3.3) (5.1) 4.5 3.4
Source: Shinhan Investment Corp.
Quarterly earnings
(bn KRW) 1012 2012 3Q12 4Q12| 1013 2013 3Q13P 4Q13F | 1014F 2Q14F 3Q14F 4Q14F| 2012 | 2013F| 2014F | 2015F
Sales 1583 162.4 166.3 143.7| 1185 1309 139.9 143.0| 1509 163.6 1717 177.7| 630.6| 532.3| 664.0| 716.9
Module PCB 71.5 715 66.8  51.6 422 414 446 487 50.2 55.0 59.3 59.9| 267.4| 182.9| 224.4| 2422
Substrate 80.8  90.9 99.5 921 76.3 835 953 943 100.8 1085 1125 117.8| 363.2| 349.4| 439.6| 4747
Sales share
Module PCB 49.0 440 402 359 35.6 36.2 319 341 33.2 33.6 345  337| 424 344| 338 33.8
Substrate 51.0  56.0 50.8  64.1 644  63.8 68.1  65.9 66.8 664 655  66.3 57.6 65.6 66.2 66.2
0P 136 151 139 38| (76) (88) (24) (01| 31 61 95 149| 463| (19.0)| 335| 495
NP 92 99 84 (29| (81) (108) (55 (29)| 04 34 68 122| 245| (27.3)| 227| 362
OPM (%) 86 93 84 26| (64) (67 (17) (01| 20 37 55 84| 73| (36)] 50| 69
NPM (%) 58 61 51 (20) (69 (82 (39) (20| 02 21 39 69| 39| (5.1)| 34| 51
Source: Shinhan Investment Corp.
Sales forecast Operating profit forecast
(bn KRW) Sales (LHS) (%) (bn KRW) OP (LHS) %)
800 1 ——Sales growth (RHS, %) r 30 —— OPM (RHS, %)
80 1 r 16
650 - - 20 60 - L 12
- 10 40 1 s
500 1 L, 20 1 r - 4
350 - 0 ' ' ' 0
09 ) | )
200 . . . . (20) (40) - L (8)
2011 2012 2013F 2014F 2015F 2011 2012 2013F 2014F 2015F
Source: Shinhan Investment Corp. Source: Shinhan Investment Corp.
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Balance Sheet

Profit and Loss

Year to Dec. (W bn) 2011 2012 2013F  2014F  2015F Year to Dec. (W bn) 2011 2012 2013F  2014F  2015F
Assets 4472  503.2 4760 5024 5303 Sales 6123  630.6 5323 6640  716.9
Total Current Assets 152.8 1914 1755 196.8 216.9 Growth (%) 6.2 3.0 (15.6) 24.7 8.0
Cash and Cash Equivalents 15.6 51.8 29.2 29.3 36.0 C0GS 514.0 544.4 5115 587.6 619.8
Accounts Receivables 56.0 431 49.6 54.6 58.9 Gross Profit 98.4 86.2 20.9 76.3 97.1
Inventories 65.8 743 78.0 80.7 96.8 Gross margin (%) 16.1 13.7 3.9 115 135
Non-Current Assets 2944 311.8 300.6 305.6 3134 SG&A 35.8 39.9 39.9 42.8 41.6
Tangible Assets 230.8 239.1 2614 235.0 238.6 Operating Income 62.5 463  (19.0) 335 49.5
Intangible Assets 4.1 5.3 44 3.6 3.0 Growth (%) (26.6) (26.0) R 8 41.7
Investment Assets 39.5 37.8 49.4 61.6 66.6 Operating margin (%) 10.2 73 (3.6) 5.0 6.9
Other Financial Institutions Assets 0.0 0.0 0.0 0.0 0.0 Other Net Non-Operating Profits (11.0) (13.5)  (15.1) (7.4) (4.2)
Liabilities 274.0 288.3 294.7 304.8 303.0 Financial Income(Expenses) (9.4) (4.6) (5.5) (33) (1.8)
Current Liabilities 226.3 167.7 163.1 165.6 173.7 Net Other Non-Operating Profits (1.4) (5.7)  (10.) (4.3) (3.6)
ST Borrowings 126.4 63.6 63.6 63.6 63.6 Net Gains in Asso., Subs., and JVs (0.2) 3.1) 0.5 0.2 1.2
Account Payables 38.2 45.9 413 49.6 53.5 Pre-tax Profit from Cont. Op. 515 328  (34.1) 26.1 453
Current Portion of LT Debt 0.0 0.0 0.0 0.0 0.0 Income Taxes 9.6 83 (6.8) 34 9.1
Non-Current Liabilities 41.7 1205 131.6 139.2 129.2 Profit from Continuing Op. 419 245 (21.3) 22.7 36.2
Bonds 0.0 45.1 55.1 60.1 50.1 Profit from Discontinued Op. 0.0 0.0 0.0 0.0 0.0
LT Borrowings(incl. LT Fin. Liab.) 35.0 63.0 66.0 66.0 65.0 Net Profit 419 245 (21.3) 22.7 36.2
Other Financial Institutions Liab. 0.0 0.0 0.0 0.0 0.0 Growth (%) (40.7) (41.5) TR B 59.6
Shareholders' Equity 173.1 215.0 181.3 197.6 227.4 Net Profit margin (%) 6.8 39 (5.1) 3.4 5.1
Capital Stock 14.7 16.1 16.1 16.1 16.1 Net Profit of Parent 419 245 (21.3) 227 36.2
Capital Surplus 82.2 102.1 102.1 102.1 102.1 Net Profit to Non-Controlling 0.0 0.0 0.0 0.0 0.0
Other Reserves (2.1) (0.7) 0.7) 0.7) 0.7) Total Comprehensive Income 40.0 249  (21.3) 22.7 36.2
Accu. Other Comp. Income 0.0 0.0 0.0 0.0 0.0 Total Comp. Income of Parent 40.0 24.9 (27.3) 22.7 36.2
Retained Eamings 783 97.5 63.8 80.1 109.9 Total Comp. Income to Non-Cont. 0.0 0.0 0.0 0.0 0.0
Owners of Parent Equity 173.1 215.0 181.3 197.6 2214 EBITDA 94.5 79.2 19.6 70.7 71.6
Non-Controlling Interests Equity 0.0 0.0 0.0 0.0 0.0 Growth (%) (15.5) (16.1) (75.2) 260.6 1.2
*Total Debt 161.4 171.6 184.6 189.6 178.6 EBITDA Margin (%) 15.4 12.6 3.7 10.7 10.0
*Net Debts(Cash) 1450 1198 1555 1603 1426 Note: Operating profit is based on 2012 K-IFRS (gross profit - SG&A costs)
Cash Flow Key Ratios
Year to Dec. (W bn) 2011 2012 2013F 2014F 2015F Year to Dec. 2011 2012 2013F  2014F  2015F
Operating Cash Flow 62.5 70.0 1.7 46.5 56.3 EPS_C (won) 1,435 792 (848) 705 1,125
Net Profit 4.9 %5 (213) 227 36.2 EPS_P (won) 1435 792 (848) 705 1125
Depreciation 317 321 37.7 36.4 214 BPS_C (won) 5895 6676 5629 6136 7,062
Amortization 0.3 0.9 1.0 0.8 0.6 BPS_P (won) 5,895 6,676 5,629 6,136 7,062
Losses(Gains) on F/X Translation 3.8 (05) 0.0 0.0 0.0 DPS (won) 200 200 200 200 200
Losses(Gains) on Disp. of Assets 0.4 1.5 3.8 3.0 2.3 PER_C (x) 85 13.0 (8.5) 10.2 6.4
Losses(Gains) in Asso.., Subs.,JVs 0.0 0.0 (0.2) (0.2) (0.2) PER_P (x) 85 13.0 (8.5) 10.2 6.4
Chg. in A/L from Op. Activities (333) (63) (133) (162 (4.2) PBR_C (x) 2.1 15 13 12 1.0
(Payments of Income Taxes) 0.0 (32) 6.8 (3.4) (9.1) PBR_P (x) 21 15 13 1.2 1.0
Others 17.7 21.0 (6.8) 34 9.3 EV/EBITDA (x) 5.3 5.7 19.7 5.5 5.2
Investing Cash Flow (155) (643) (27.2) (42.1) (29.8) EV/EBIT (x) 8.1 98 (204 117 16
Incr. in Tangible Assets(CAPEX) (09) (622)  (400)  (30.0)  (25.0) Dividend Yield (%) 16 19 28 28 28
Decr. in Tangible Assets 0.8 0.4 0.0 0.0 0.0 Profitability
Decr.(Incr.) in Intangible Assets 0.6 (0.7) 0.0 0.0 0.0 EBITTDA Margin (%) 15.4 12.6 3.7 10.7 10.0
Decr.(Incr.) in Investment Assets (0.9) 40 (114)  (121) (4.8) 0P Margin (%) 10.2 73 (3:6) 5.0 6.9
Others 4.9 (5.8) 24.2 (0.0) (0.0) NP Margin (%) 6.8 3.9 (5.1) 34 Gl
Free Cash Flow 53.3 64  (219) 175 314 ROA (%) 9.4 52 (56) 4.6 7.0
Financing Cash Flow (44.8) 309 66  (L4) (17.4) ROE (%) 271 126 (B8 0 171
Tncr.(Dect.) in Borrowing (39.9) 17.1 13.0 50 (1.0 ROIC (%) 16.1 14.2 (1.2) 9.8 12.8
Decr.(Incr.) of Treasury Stock 2.1 0.0 0.0 0.0 0.0 Stability
Dividend @9 (8 (64  (64)  (64) D/E Ratio (%) 1583 1341 1626 153 1332
Others (2.2) 19.6 0.0 0.0 0.0 Net Debt to Equity (%) 83.8 55.7 85.8 81.2 62.7
Other Cash Flows 0.0 00 (43 (29  (24) Cash Ratio (%) 6.9 30.9 179 17 20.7
Change of Consolidated Scope 0.0 0.0 0.0 0.0 0.0 Interest Coverage (x) 6.8 7.0 (2.7) 5.0 8.4
Difference by Chg. in F/X Rates (0.0) 0.0 0.0 0.0 0.0 Activity (%)
Incr.(Decr.) in Cash 2.2 366  (23.2) 0.2 6.7 Working Capital Turnover (t) 19.1 17.5 13.0 11.8 10.5
Beginning Cash 13.5 15.7 52.4 29.1 29.3 Inventory Turnover (d) 341 40.5 52.2 46.1 415
Ending Cash 15.7 52.4 29.1 29.3 36.0 Receivable Tunover (d) 30.4 28.7 318 28.6 28.9

Source: Company data, Shinhan Investment Corp.

Source: Company data, Shinhan Investment Corp.
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Share Price Performance Target Price & Recommendation History

(won) (Indexed,Nov-12=100) 5‘%’00"0)0 BUY
KOSDAQ Index = 100 _ / 1 r
12,000 120 16.000 4
10,000 - 100 14,000 4 .
12,000 1 +t Trading BUY
8,000 - 80 10,000 -
6,000 - 60 8,000
6,000 A L HOLD
4,000 - 40 4,000 A
L 2,000 1
2,000 20 0 i . REDUCE
0 T T 0 11/11 08/12 05/13
11/12 03/13 07/13 11/13 ——— Target Price (LHS)
Simmtech Price (LHS) —— Simmtech Price (LHS)
Relative Performance to KOSDAQ (RHS) Recommendation (RHS)

SHIC Rating Classifications: BUY; Over +15%, Trading BUY; O to 15%, HOLD; -15% to 0, REDUCE; -15% or More (As of 25 Jul. 2011)

Analyst Certification: The following analysts hereby certify the information and material presented in this report are accurate expressions of their
views, and that they have not received wrongful pressure to express such views: YoungChan Kim, Minji Kim. As of the date of this report's
publication, Shinhan Investment Corp.'s shareholdings in the company mentioned in this report(Simmtech) do not exceed 1% of outstanding
shares of the company. As of this date, Shinhan Investment Corp. has not participated as the lead underwriter or advisor in issuance of the
securities of the company during the past 1 year. As of this date, the covering analyst does not possess any financial interest in the securities or
debt instruments convertible into such shares of the company, which is required to be disclosed by law, and has not and will not receive any
compensation of any kind whatsoever in exchange for expressing specific recommendations. All opinions and estimates regarding the company
and its securities are accurate representations of the covering analyst's judgments as of this date, and may differ from actual results. This report
is intended to provide information to assist investment decisions only and should not be used or considered an offer or the solicitation of an
offer to sell or to buy any securities. Stock selection and final investment decisions should be made at the client's own discretion. This report is
distributed to our clients only, and any unauthorized use, duplication, or redistribution of this report is strictly prohibited.
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