Earnings Preview

Simmtech
(222800 KQ)

Powering ahead

BUY; 6M TP bumped up 7.1% to W60,000

- The chip parts maker is poised to report 4Q21 OP of W66.1bn (up 19.9% qog; up 213%
yoy), ahead of our previous projection of W61.9bn and the market's view of W61.3bn,
making the quarter its most profitable ever. Revenue is also likely to beat projections

Rating (both our W395.8bn estimate and the W389bn consensus) at W400.2bn (up 9.3% qog;
up 43.5% yoy). That puts full-year OP and revenue at W163bn (up 81.6%) and W1.37tn
(up 14.4%), respectively.

- Higher sales, in particular of fat-margin products, likely propelled OP margin to a record
16.5%, marking two straight quarters of 10%-plus margins (13.8% in 3Q21). Ramped-

CP (W) up manufacturing capacity to build finer substrates, or mSAP (modified semi-additive

(2201.24) process), helped drive sales of lucrative MCP, FC CSP and GDDRS, which together
made up 66% of 4Q21 sales (up 9%p goq). We believe the upgraded product mix will
widen the OP margin by 4.4% to 11.9% in 2022.

- In view of a strong 4Q21, we raise our EPS projections for 2021 and 2022 by 2.6% and
13.6%, respectively. We also hike our target price 7.1% to W60,000, which implies a
target P/E ratio of 11 for 2022, as we see a further upside for the stil-undervalued stock

John Park
kangho.park@daishin.com
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estimated at 72% in 2022, and 78% in 2023 (vs. 62% in 2021).
- As the world’s leading memory PCB maker, it stands to benefit big (higher ASP and OP
margin) as chipmakers shift from DDR4 DRAM to more sophisticated DDR5 chips.
- Considering the constrained global PCB supply and the company’s sizable order
1 20 backlog, Simmtech looks set to deliver another year of peer-beating results as the timely
1o investment in mSAP, which put the company in a better position to benefit from a
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4Q21(F) 1Q22
4Q20  3Q21 previous |  Daishin Daishin

s YoY QoQ Consensus SR YoY QoQ

Revenue 279 366 3% 40| 435 93 389 373 319 67

OP 15 50 62 66 213 199 61 55 2600  -165

NP 2 53 49 52[22593 12 47 43 5740  -180

Source: Simmtech, FnGuide, Daishin Securities Research Center
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Simmtech (222800 KQ)

Operating results and major financial data (Wbn, W, x, %)
2019A 2020A 2021F 2022F 2023F
Revenue 1,000 1,201 1,374 1611 1,701
OoP -18 90 163 236 238
Pretax profit -42 75 163 237 239
NP -39 56 129 176 177
NP (controlling int)) -37 57 128 174 175
EPS -1,483 1,943 3,957 5455 5,502
PER NA 118 115 ad 76
BPS 6,590 9,884 12,507 17,860 23,042
PBR 18 23 35 24 19
ROE -195 251 370 35.7 269
Note: EPS, BPS, and ROE are based only on the controlling interest.
Source: Simmtech, Daishin Securities Research Center
Yearly earnings forecast revision (Whn, W, %, %p)
Previous Revised Chg

2021F 2022F 2021F 2022F 2021F 2022F
Revenue 1370 1594 1374 1611 03 11
SG&Aexpense 116 125 116 126 03 11
OP 159 212 163 236 26 115
OP margin 116 133 119 146 03 14
Non-operating profit 0 5 0 1 Adj. to profit Adj. to profit
Pretax profit 159 207 163 237 28 148
NP (controlling int.) 125 153 128 174 26 136
NP margin 9.2 9.6 94 109 02 13
EPS (controlling int. 3,857 4,801 3957 5,455 26 136

Source: Simmtech, Daishin Securities Research Center
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Tab1l. Earnings forecast by business (revised) (Whn, %)
1Q21 2Q 3Q 4QF |  1Q22 2QF 3QF 4QF 2020  2021F  2022F

Module PCB 60.7 83.0 87.5 95.9 80.5 89.0 94.2 952 3391 3271 3590
PC 124 19.2 209 26.2 20.9 247 26.2 238 62.2 78.7 95.6

Server 30.3 438 437 474 407 44.4 46.6 485/ 1962 1652  180.3

SSD 139 1738 225 222 18.6 19.7 212 22.7 77.9 76.4 823
Substrate 2210 2403 2760 3018 2906 3024 3256 3243 8526 10391 12429
MCP 1436 1543 1687 1826 1733 1862 2019 1977 5092 = 6491 7501
FC-CSP 25.7 245 310 345 372 328 34.9 335 834 1157 1384

SiP 39 6.7 1438 1738 16.7 17.7 193 210 26.9 433 74.7

BOC 20.8 210 17.6 19.8 19.4 19.8 210 20.6 82.4 79.3 80.8
GDDR6 25.9 275 371 418 38.7 408 435 465 1186 1323 1695
Revenue 2831 3247 3660  4002| 3734 3937 4220 4217 12014 13739 16109

(%)
Module PCB 21.4% 25.6% 23.9% 24.0% 21.6% 22.6% 22.3% 22.6% 28.2% 23.8% 22.3%

Substrate 78.1% 74.0% 75.4% 75.4% 77.8% 76.8% 77.1% 76.9% 71.0% 75.6% 77.2%
OoP 15.3 312 50.4 66.1 55.1 58.2 62.1 60.6 89.7 163.0 236.0
OP margin 5.4% 9.6% 13.8% 16.5% 14.8% 14.8% 14.7% 14.4% 7.5% 11.9% 14.6%
Pretax profit 89 255 57.7 71.0 58.3 56.5 58.4 64.0 74.9 163.2 237.2
Pretax margin 3.2% 7.9% 15.8% 17.8% 15.6% 14.3% 13.8% 15.2% 6.2% 11.9% 14.7%
NP (contr.int.) 6.3 17.0 52.8 521 42.7 414 428 46.9 56.6 128.2 173.8
NP margin 2.2% 5.2% 14.4% 13.0% 11.4% 10.5% 10.1% 11.1% 4.7% 9.3% 10.8%

Source: Simmtech, Daishin Securities Research Center



Simmtech (222800 KQ)

Tab2. Earnings forecast by business (previous) (Whn, %)
1Q21 2Q 3Q 4QF |  1Q22 2QF 3QF 4QF 2020  2021F  2022F
Module PCB 60.7 83.0 87.5 95.9 80.5 89.0 94.2 952 3391 3271 3590
PC 124 19.2 209 26.2 20.9 247 26.2 238 62.2 78.7 95.6
Server 30.3 438 437 474 407 44.4 46.6 485/ 1962 1652  180.3
SSD 139 1738 225 222 18.6 19.7 212 22.7 77.9 76.4 823
Substrate 2210 2403 2760 2975, 2869 2984 3212 3193 8526 10347 12259
MCP 1436 1543 1687 1811 1719 1846 2002 1961 5092 6476 7528
FC-CSP 25.7 245 310 34.2 36.9 325 34.6 332 834 1564 2037
SiP 39 6.7 1438 17.7 16.6 176 19.2 20.8 26.9 432 74.2
BOC 20.8 210 17.6 19.5 19.1 19.5 206 20.2 824 789 79.4
GDDR6 25.9 275 371 418 38.7 408 435 465 1186 1323 1695
Revenue 2831 3247 3660 3958 360.7 3898 4177 4167 12014 13696 15939
(%)
Module PCB 214%  256%  239%  242%| 218%  228%  226%  228%| 282%  239% = 225%
Substrate 781%  740%  754%  752%| 77.6%  766%  769%  766%| 710%  756% = 76.9%
oP 15.3 312 50.4 61.9 429 524 58.9 57.3 80.7 1588 2115
OP margin 5.4% 96%  138%  156%| 116%  135% 141%  13.8% 75%  116%  13.3%
Pretax profit 8.9 255 57.7 66.7 442 49.4 539 59.2 749 1588 2067
Pretax margin 3.2% 79%  158%  168%| 120% 127%  129%  14.2% 62%  116%  13.0%
NP (contr.int.,) 6.3 17.0 528 489 32.7 36.6 39.9 438 566 1250 1529
NP margin 2.2% 52%  144%  12.4% 8.8% 9.4% 95%  105% 4.7% 9.1% 9.6%

Source: Simmtech, Daishin Securities Research Center
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Figl. Revenue Fig 2. Revenue and OP margin
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Fig 3. Module PCB sales Fig 4. Substrate sales
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Simmtech (222800 KQ)

Tab3.  Peers (package substrates)

Company Simmtech SEMCO LG Innotek EI(-:Dc?fodnuigz Ibiden Shinko  Unimicron Kinsus
Stock code 222800 009150 011070 008060 4062 6967 3037 3189
Korea Korea Korea Korea Japan Japan Taiwan Taiwan

Share price (Jan 24. 2022) 43,750 152.6 301.0 6.2 54.6 43.0 75 7.2
Market cap ($mn) 13,936 11,399 7,124 210 7,688 5,819 11,026 3,263
Revenue ($mn) 2020A 12,014 6,970 8,102 N/A 3,051 1,774 2,985 920
2021F 13,739 8,344 11,965 829 3,511 2,283 3,732 1,300

2022F 16,109 8,723 12,449 997 3,813 2,487 4,532 1,592

Revenue yoy (%)  2020A 20.1 6.4 19.6 N/A 9.3 26.8 6.5 214
2021F 14.4 19.7 47.7 N/A 151 28.7 25.0 41.2

2022F 17.2 45 4.0 20.3 8.6 8.9 21.4 225

OP ($mn) 2020A 897 704 578 0 364 220 136 46
2021F 1,630 1,255 1,074 47 550 519 431 182

2022F 2,360 1,418 1,089 83 632 541 727 277

OP yoy (%) 2020A -600.5 10.7 41.4 N/A 298.6 403.2 20.7 ==y
2021F 81.6 783 85.8 N/A 38.6 89.2 187.0 273.7

2022F 44.8 130 14 78.1 174 8.0 58.8 453

OP margin (%) 2020A 75 10.1 71 N/A 1.9 124 46 49
2021F 11.9 15.0 9.0 5.6 15.7 22.7 115 14.0

2022F 146 16.3 8.8 8.3 16.6 21.8 16.0 174

PER (x) 2020A 11.8 12.0 6.3 725 26.6 194 27.8 40.0
2021F 1.1 12.8 9.5 20.9 26.2 233 254 275

2022F 8.0 11.3 9.6 132 17.7 155 181 184

PBR (x) 2020A 2.3 19 18 14 29 3.8 52 41
2021F 35 1.8 20 14 23 31 44 4.9

2022F 24 18 20 13 23 31 44 33

EV/EBITDA (x) 2020A 53 8.0 40 N/A 100 10.9 11.3 5.7
2021F 6.4 48 43 7.0 7.6 7.3 10.0 11.3

2022F 45 48 43 51 7.6 7.3 10.0 85

ROE (%) 2020A 25.1 147 21.3 18 11.7 21.7 20.3 10.0
2021F 37.0 16.6 23.6 7.0 12.8 23.7 26.0 133

2022F 35.7 16.6 23.6 10.3 12.8 23.7 26.0 175

ROA (%) 2020A 1.1 94 8.9 16 6.3 139 7.8 5.6
2021F 19.6 114 11.2 5.7 7.8 16.7 11.7 8.7

2022F 24.4 11.4 11.2 8.6 7.8 16.7 11.7 1.4

EPS ($) 2020A 1,943 6.8 85 na 17 13 0.1 0.0
2021F 3,957 11.9 31.8 0.8 2.6 2.6 0.3 0.3

2022F 5,455 13.6 316 12 32 2.8 04 0.5

Note: Figures for Simmtech and Daeduck Electomics are based on local currency (W"00mn)
Source: Bloomberg, Quantiwise, Daishin Securies Research Center
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Income statement (Whbn) Balance sheet (Wbn)
2019A  2020A 2021F 2022F  2023F 2019A  2020A  2021F  2022F  2023F

Revenue 1,000 1201 1374 1611 1,701 Current assets 254 199 289 447 590
Cost of goods sold 912 1,005 1094 1249 1331 Cash & cash equiv. 10 17 69 159 286
Gross profit 88 19 279 362 370 Trade & other receive. 93 54 64 83 88
SG&A expenses 106 107 116 126 132 Inventories 147 124 153 201 213
OP -18 0 163 236 233 Other current assets 5 4 4 4 4
OP margin -18 75 19 146 140 Long-term assets 586 581 596 605 625
EBITDA 56 165 233 307 312 Tangible assets 514 513 528 537 558
Non-OP 24 -15 0 1 1 Investmentsin affliates 0 0 0 0 0
Income from affiliates 0 0 0 0 0 Otherlong-term assets 72 69 68 67 67
Financial revenue 23 40 33 33 3 Total assets 840 780 835 1,052 1214
FX related gains 0 0 0 0 0 Current liabiliies 552 350 351 367 376
Financial expense 36 55 50 50 50 Payables & other liab. 259 199 197 209 214
FX related losses 2 4 37 37 37 Borrowings 172 3 3 39 40
Others 11 0 18 19 19 Current portion of LT debts 116 50 51 52 53
Income before taxes 42 16 163 237 239 Other current liabilities 5 64 66 67 69
Income tax expense 3 -18 A 62 62 Long-term liabiliies 127 141 128 115 104
Income from cont. op. -39 56 129 176 177 Borrowings 24 39 36 32 29
Income from discont. op. 0 0 0 0 0 Convertible securities 21 0 0 0 0
NP -39 56 129 176 177 Other long-term liab. 81 102 2 83 Ie)
NP margin 39 47 94 109 104 Total liabilities 678 491 479 483 480
NP for non-contr. interest 3 0 1 2 2 Controlling interest 162 288 405 569 734
NP for contr. interest 37 57 128 174 175 Capital stock 12 17 17 17 17
Valuation of AFS fin. assets 0 0 0 0 0 Capital surplus 50 118 118 118 118
Other compreh. income 0 0 0 0 0 Retained earnings 104 154 272 436 601
Comprehensive income -40 60 133 179 181 Other capital changes 3 2 2 2 2
Comp. income for non-contr. Int 3 1 1 2 2 Non-controlling interest -1 0 0 0 0
Comp. income for contr. int. 37 61 132 177 179 Total shareholder's equity 162 288 406 569 734
Net borowings 336 144 89 2 -130

Valuation metrics (W, x, %) Cash flow statement (Whn)
2019A  2020A  2021F  2022F  2023F 2019A  2020A  2021F  202F  2023F

EPS -1483 1943 3957 5455 5502 Operating cash flows 32 215 242 274 33
PER NA 118 115 77 76 NP -39 56 129 176 177
BPS 6,590 9834 12507 17860 23042 Non-cash items 102 122 140 169 172
PBR 18 23 35 24 19 Depreciation 74 76 70 71 74
EBITDAPS 2284 5680 7191 9643 9,788 FX gains 3 0 5 5 5
EV/IEBITDA 110 53 64 45 41 Equity method gain 0 0 0 0 0
SPS 40559 41249 42393 50571 53412 Others 3l 47 65 93 93
PSR 03 06 10 09 08 Chginassets & liab. -5 51 20 4 49
CFPS 2557 6,144 8316 10816 10962 Other cash flows 20 14 47 74 -5
DPS 152 320 320 320 320 Investing cash flow 74 83 85 81 A
Investment assets 0 0 0 0 0

Financial ratios (W, %, %) Tangible assets -3 82 85 80 A
2019A  2020A  2021F 2022F  2023F Others -1 -1 -1 1 -1

Growth potential Financing cash flows 87 -125 25 23 23
Revenue growth 07 201 144 172 56 Short-term borrowings 48 -164 0 1 1
OP growth TR TTB 816 448 08 Bonds payable 67 -39 0 0 0
NP growth TR TTB 1290 357 09 Long-term borrowings 1 29 4 3 3
Profitability Rights offering 6 76 0 0 0
ROIC 24 105 204 253 239 Cash dividends 4 4 -10 -10 -10
ROA 22 11 196 244 210 Others 41 2 -10 -10 -10
ROE -195 251 370 357 269 Netchgin cash -18 7 52 0 127
Stability Beginning cash balance 27 10 17 69 159
Debt ratio 4200 1705 1181 848 654 Ending cash balance 10 17 69 159 286
Net borrowings ratio 2080 498 219 04 177 NOPLAT 17 68 129 175 176
Interest coverage ratio 13 83 126 184 187 FCF -18 57 11 162 152

Source: Simmtech, Daishin Securiies Research Center
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[Compliance Notice]

In accordance with Subparagraph 5 of Paragraph 1 of Article 4-20 of the supervisory regulations for the financial investment industry, we confirm
that no information or content has been shared prior to its release on Daishin’s website, and that the analyst has not received nor will receive direct
or indirect compensation in exchange for expressing specific opinions. Daishin is not affiliated with the company presented in this report. This report
has been presented without any undue external influence or interference, and accurately reflects the personal views of the analyst who is
responsible for its content.

This report is distributed for the purpose of helping investors make informed decisions. This report has been prepared from the data and information
believed to be correct and reliable, but Daishin Securities does not make any guarantee as to the accuracy thereof. Investors reading this report
should make final decisions based on their own judgment.

For U.S. persons only: For U.S. persons only: This independent third party research report is a product of Daishin Securities, which is the employer
of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the
United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading
securities held by a research analyst account.

This independent third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6
under the Securities and Exchange Act of 1934, as amended) by Maybank Kim Eng Securities USA Inc. (“Maybank KESUSA”) and Auerbach
Grayson and Company LLC, broker-dealers registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as
amended). All responsibility for the distribution of this report by Maybank KESUSA in the US shall be borne by Maybank KESUSA. All responsibility
for the distribution of this report by Auerbach Grayson and Company LLC shall be borne by Auerbach Grayson and Company LLC.

If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the same to the
sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.
In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to
conduct certain business with Major Institutional Investors, Daishin Securities has entered into an agreement with two U.S. registered broker-
dealers, Maybank Kim Eng Securities USA Inc and Auerbach Grayson and Company LLC. All U.S. persons receiving and/or accessing this report
and wishing to effect transactions in any security mentioned within must do so with: Maybank Kim Eng Securities USA Inc. 400 Park Avenue 11th
Floor New York, New York 1- (212) 688-8886 or Auerbach Grayson and Company LLC 25 West 45th Street, New York, NY 10036 and not with the
issuer of this report.

Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst's personal views about any and all of the subject securities or issuers; and
no part of the research analyst's compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in
this report.
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[Investment rating & Target price history]

Simmtech (222800 KQ) Investment rating breakdown and framework (Jan 22, 2022)

Adj. Price

Adj. Target Price BUY MARKETPERFORM UNDERPERFORM
Ratio 93.3% 6.7% 0.0%

Sector ratings breakdown
- Overweight: industry indicators are expected to outperform
the market over the next six months.

- Neutral: industry indicators are expected to be in line with

0 : : : : : : the market over the next six months.
20.01  20.05 20.09 21.01 21.05 21.09 22.01 ) ) L
- Underweight: industry indicators are expected to

Date 20125 20123 20108 211107 211007 210924 underperform the market over the next six months.

Rating Buy Buy Buy Buy Buy Buy

Target price 60,000 56,000 56,000 44,000 37,000 37,000

Dift. (avr. %) (2043) (2033) (5:36) (2002) (1966)

Diff. (max./min., %) (16.70) (16.70) 693 000 (1162 Company ran'ngs breakdown

Date 210906 210901 210825 210811 210805 210713 ) .

Raiing Buy By Buy By Buy By Buy: the stock is expected to outperform the market by at
Target price 37,000 37,000 37,000 37,000 33,000 30,000 least 10%p over the next six months.

Dif. (v %) (1802 (1652 (1626 (1620 652 09 — Marketperform: the stock is expected to either outperform
Diff. (maxJ/min., %) (1162) (1162) (1162) (1392 (4.24) (1083)

Date 210624 210602 or underperform the market by less than 10%p over the
Rating Buy Buy next six months.

Target price 30,000 30,000 _ . .

DI, (v 96) @2%) @7 Underperform: the stock is expected to underperform the
Diff. (max/min., %) (1867) (22.00) market by at least 10%p over the next six months

Date 00.06.29

Rating

Target price

Dift.(awr. %)

Diff. (max./min., %)




