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Growth to resume after
brief lull

BUY maintained; 6M TP reduced 20% to \W53,000

- For 3Q22, the chip parts maker reported revenue of W474.3bn (down 6.0% qoq; up
29.6% yoy), below our estimate (W500.2bn) and the market's projection, and OP of
W116.6bn (up 1.7% qog; up 131.4% yoy), below our view (W132.2bn) but slightly above
the consensus. NP came in at W99.3bn (up 17.2% qog; up 86.6% yoy). Despite overall
weaker sales, OP margin improved 0.6%p qoq on higher sales of high-margin products
such as SiP (up 8.8% goq), module PCBs for DDR5 and SSD, and MSAP solutions. A
strong dollar was also behind the better-than-expected profitability.

- Simmtech is expected to see a back-to-back decline in both sales and OP in the next two
quarters as the persistently weak demand and the destocking efforts by key customers
weigh. We therefore cut our sales forecasts by 5.8% for 2022 and 7.7% for 2023, and
OP projections by 6.5% and 4.8%, respectively, for those years.

- We lower our target price by 20% to W53,000, which implies 5.4 times the 2023E EPS.
As of November 4, the stock is trading at 3.3 times the 2022E eamings and 3.4 times
the 2023E eamings. The historically low valuation and continued growth trend — 2023
revenue and OP estimated to be up 5.9% and 4.8%, respectively — make the stock a

KOSDAQ 693.89 BUY for investors with a longer-term horizon.
Market cap (Wbn) 1,067
Market cap portion (%) 032
Paic-in capital (common; Won) 17 Lucrative product mix to drive OP margin to 22% in 2023
?% h;gvzzd(ivn\g vouma (Wbr) 57400/ 29;);? - An eamings recovery is likely in 2Q23, in our view, as makers of PCs and smartphones
Foreign ownership (%) 1268 complete inventory adjustment and server operators shift to the more expensive DDR5
Major Simmtech Holdings+8: 33.27% technology. Higher sales of profit-ich GDDR6 PCB and SiP add to the outlook.
shareholders - OP margin is expected to hit 22.9% in 2023, the highest among midsize chip parts
(%) M 3V 6M  12M suppliers.
Abs. retum 60 -182 322 77 (Wbn, %)
Rel. retum 6.5 27 120 555
3Q21 2022 preyious | Preli = Daishi o
e e "] o o0 s S50 vor o
Revenue 366 477 500 474| 206 06 474 425 84 -104
. 100 oP 5 115 123| 17| 1314 17 17 99 280 -151
8 NP 53 85 87 9| 83 162 86 80 952 -184
" 60 Source: Simmtech, FnGuide, Daishin Securties Research Center
40
3 20 Operating results and major financial data (Whn, W, x, %)
” (120 2020A 2021A 2022F 2023F 2024F
2110 2201 2204 2207 2210 Revenue 1,201 1,366 1,7% 1,901 2,022
oP 0 174 415 435 449
Pretax proft 75 154 440 436 449
NP 56 118 325 318 328
NP (contr. int.) 57 117 324 315 325
EPS 1,943 3616 10,165 9888 10,198
PER 118 126 33 34 33
BPS 9884 11,703 21572 30959 40,657
PBR 23 39 16 1.1 08
ROE 25.1 35.1 60.7 376 285

Note: EPS, BPS, and ROE are based only on the controlling interest.

Source: Simmtech, Daishin Securities Research Center

This report has been prepared by Daishin Securities Co., Ltd.
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Yearly eamings forecast revision (Wbn, W, %, %p)
Previous Revised Chg

2022F 2023F 2022F 2023F 2022F 2023F

Revenue 1,904 2,059 1,794 1,901 538 77
SG8A expense 143 155 140 145 241 65
oP 444 457 415 435 65 48
OP margin 233 222 231 229 02 07
Non-operating profit -1 -1 25 1 Adj. to profit Adj. to profit
Pretax profit 434 446 440 436 14 22
NP (controling int.) 318 32 324 315 20 22
NP margin 16.8 158 181 167 13 09
EPS (controling int.) 9,969 10,110 10,165 9,888 20 22

Source: Simmtech, Daishin Securities Research Center

Tab1.  Earnings projection by business (revised) (Wbn, %)
1Q21 2Q 3Q 4Q 1Q22 2Q 3QP 4QF 2021 2022F 2023F

Module PCB 60.7 83.0 87.5 94.5 88.2 103.5 102.5 92.5 325.7 386.7 396.7
PC 124 19.2 20.9 226 204 259 213 18.7 751 86.3 84.3

Server 30.3 438 437 487 45.0 514 534 470 166.5 196.8 201.8

SSD 139 178 225 229 226 2538 274 264 771 1022 1090
Packaging 2210 2403 2760 2926 3265  369.8 3671 3279 10299 13914 1,48738

MCP 143.6 154.3 168.7 181.5 200.8 2111 198.9 169.6 648.0 780.4 782.0

FC-CSP 25.7 245 31.0 305 447 514 46.5 40.0 1M.7 182.6 184.0

SiP 3.9 6.7 14.8 142 13.0 261 284 278 39.6 954 1288

BOC 20.8 21.0 17.6 215 227 27.7 339 294 81.0 113.7 1243

GDDR6 259 275 371 422 433 51.9 576 594 1327 2122 261.5

Revenue 283.1 324.7 366.0 390.1 417.7 4774 474.3 4249 | 1,363.8 1,7943 1,900.7
Revenue
share (%)

Module PCB 214%  256%  23.9% 242%| 211% 217%  216% 218% | 239%  216% 20.9%

Packaging 78.1% 74.0% 75.4% 75.0% 78.2% 77.4% 77.4% 772%| 755% 77.5% 78.3%
opP 153 31.2 50.4 73.2 84.8 114.7 116.6 99.1 170.1 415.2 435.2
OP margin 5.4% 9.6% 13.8% 188% | 20.3% 240%  246% 23.3% 125%  231% 22.9%
Pretax profit 8.9 255 57.7 61.9 80.3 114.9 134.8 109.9 154.0 439.8 435.8

Pretax margin 3.2% 7.9% 15.8% 15.9% 192%  241%  284%  259% 13% 245%  229%

NP (contr. int.) 6.3 17.0 52.8 32.7 60.6 84.7 99.1 794 108.8 3238 315.0
NP margin 2.2% 5.2% 14.4% 8.4% 14.5% 17.7%  20.9% 18.7% 8.0% 18.0% 16.6%

Source: Simmtech, Daishin Securities Research Center
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Tab2.  Earnings projection by business (previous) (Wbn, %)
1Q21 2Q 3Q Q| 1Q22 2Q 3QP 4QF 2021  2022F  2023F

Module PCB 60.7 83.0 87.5 94.5 882 1035 1082  111.7| 3257 4116 4336
PC 124 192 20.9 226 204 259 26.6 26.0 75.1 989  107.6

Server 30.3 438 437 487 450 514 53.5 556| 1665 2055 2144

SSD 139 178 225 229 226 2538 27.7 29.7 771 105.8 110.0
Packaging 2210 2403 2760 2926 3265  369.8 3827 3863 10299 14653 1,582.7

MCP 143.6 154.3 168.7 181.5 200.8 21141 2241 219.6 648.0 855.6 885.3

FC-CSP 257 245 310 305 4.7 514 524 555 1M11.7 204.0 2329

SiP 39 6.7 14.8 142 13.0 26.1 211 230 396 83.2 106.2

BOC 20.8 21.0 176 215 227 277 28.8 28.2 81.0 107.4 1174

GDDR6 259 275 371 422 433 519 54.7 58.6 1327 208.5 234.6

Revenue 2831 324.7 366.0 390.1 M17.7 4774 493.7 500.8| 1,363.8 1,889.6 2,026.7
Revenue
share (%)

Module PCB 214%  256%  239%  242%| 211%  217%  219%  223%| 239% 218%  214%

Packaging 78.1% 74.0% 75.4% 75.0% 78.2% 77.4% 77.5% 771% | 75.5% 77.5% 78.1%
opP 153 31.2 50.4 73.2 84.8 114.7 120.4 11941 170.1 438.9 450.2
OP margin 5.4% 9.6% 13.8% 188% | 20.3% 240%  244% 23.8% 125%  23.2% 22.2%
Pretax profit 89 2565 57.7 61.9 80.3 114.9 119.3 118.2 154.0 432.8 4474

Pretax margin 3.2% 7.9% 15.8% 15.9% 192%  241% 242%  236% 13% 229% 221%

NP (contr. int.) 6.3 17.0 52.8 32.7 60.6 84.7 86.3 85.5 108.8 316.9 3233
NP margin 2.2% 5.2% 14.4% 84% 14.5% 17.7% 17.5% 17.1% 8.0% 16.8% 16.0%

Source: Simmtech, Daishin Securities Research Center
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Fig1. Revenue Fig2. OPmargin
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Fig 3. Module PCB sales Fig 4. Packaging sales
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Source: Simmtech, Daishin Securiies Research Center
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Tab 3. Peers
Company Simmtech SEMCO LG Innotek Elfcit!f:r::zls( Ibiden Shinko Unimicron  Kinsus
Stock code 2&2800 009150 011070 008060 4062 6967 53037 531 89
orea Korea Korea Korea Japan Japan Taiwan Taiwan
Share price (Jul 29, $) 33,500 87.7 201.8 173 327 239 4.0 33
Market cap ($mn) 10,671 6,553 4,775 853 4,605 3,232 5,925 1477
Revenue ($mn) 2021A 13,658 8,454 13,059 875 3,572 2,422 1,277 1,277
2022F 17,943 6,826 14,065 960 2,888 2,134 1,393 1,393
2023F 19,007 7,057 14,915 1,056 3,091 2,188 1,552 1,552
Revenue yoy (%) 2021A 137 24.8 56.6 na 24.0 446 31.6 31.6
2022F 314 -19.3 177 9.8 -19.2 -11.9 9.1 9.1
2023F 5.9 34 6.0 na 7.0 25 114 114
OP ($mn) 2021A 1,743 1,299 1,105 63 631 636 179 179
2022F 4,152 933 1,192 171 507 624 314 314
2023F 4,352 916 1,234 186 551 608 340 340
OP yoy (%) 2021A 94.2 67.6 91.0 0.0 2483 2,041.9 2935 2935
2022F 138.2 -28.2 79 169.9 -19.7 -1.9 751 751
2023F 48 -1.8 35 na 8.8 25 82 82
OP margin (%) 2021A 128 154 85 72 177 26.3 14.0 14.0
2022F 23.1 13.7 85 178 175 292 225 225
2023F 229 13.0 8.3 na 178 27.8 21.9 21.9
PER (x) 2021A 126 8.3 6.5 6.7 132 6.9 6.6 6.6
2022F 33 9.2 5.6 6.1 129 71 6.3 6.3
2023F 34 9.9 54 5.8 11.9 75 6.1 6.1
PBR (x) 2021A 3.9 1.2 1.8 16 16 2.0 14 14
2022F 16 1.2 15 14 16 1.8 14 14
2023F 1.1 1.1 12 12 15 15 12 12
EV/EBITDA (x) 2021A 6.3 6.0 47 6.7 6.8 74 111 111
2022F 20 4.0 3.1 3.0 44 33 34 34
2023F 14 39 238 25 38 32 33 33
ROE (%) 2021A 35.1 147 289 18.2 136 335 235 235
2022F 60.7 14.2 30.6 26.0 133 28.8 229 229
2023F 376 121 248 221 127 21.8 211 211
ROA (%) 2021A 213 10.1 131 137 7.1 21.3 11.8 11.8
2022F 41.3 9.8 134 17.7 74 19.6 13.6 13.6
2023F 336 9.0 122 154 7.6 17.6 12.6 12.6
EPS ($) 2021A 3,616 10.3 3238 1.1 26 35 0.3 0.3
2022F 10,165 94 354 28 25 33 05 05
2023F 9,888 8.8 37.2 29 27 32 05 05

Note: Simmitek figures are our estimates (W'00mn).
Source: Bloomberg, Quantiwise, Daishin Securities Research Center
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Financial statements

Income statement (Wbn) Balance sheet (Wbn)
200A 2021A  202F 2023F 204F 200A 221A  202F 200F 204

Reverue 1201 136 179 1901 202  Curertassets 19 245 59 81 1109
Costofgoods sod 1'0(5’ 1082 129 1321 1419 Cash&cashequiv. 17 7 a3 44 78
Gross prot 1% 284 56 50 603 Trade & oher receive. 54 71 13 140
SG8Aexpenses 107 M0 140 45 15 inventories 124 4 19 2 25
oP 0 174 415 435 49  Oheraentasses 4 13 13 15 16
OP margin 75 128 31 29 22  Llonglemasses 51 612 6B 617 640
EBITDA 165 253 48 50 55  Tagbleasses 513 501 489 4% 518
NonOP 15 2 % 1 1 Investments in affictes 0 0 0 0 0
income fom fiates 0 0 0 0 0  Oterbngemassets o 111 M4 18 12
Finandial revenue 20 % e B B Toslassets 7800 87 1153 1430 1749
FX related gains 0 0 0 0 0 Curentiabies 3O M2 M5 B/ 3D
Finandal expense 55 & 49 48 48  Payabes&oherich. 19 19 27 213 28
FX relted losses 4 4 % % % Borowings 38 2 2 2 2
Others 0 3 4 16 16 de%”em porfon of LT 50 8 9 9 10
Income before taxes 75 154 40 4% 49  Obercurentisbitis ® 13 %8 &% 80
Income tax expense 18 3% 415 418 421 Longlemmiabiiies 141 % 18 1™ 12
income fom cont. op. % 118 35 318 3B Bormowings e % 29 7 %
income fom discont. op. 0 0 0 0 0  Converiblesecuries 0 0 0 0 0
NP % 18 35 38 3B Otherlongermiab. 102 & 89 B %
NP margin 47 87 181 167 162  Towlidbites 491 46 48 450 451
NP for non-cont nterest 0 1 1 3 3 Contlinginterest 28 39 687 96 125
NP for contr. infevest 5 17 34 315 35  Capialsiock 17 17 17 17 17
VakaionofAFSinassels 0 0 0 0 0  Capialsupls 8 M 11 11 11
Other compre. income 0 1 1 1 1 Retained eamings 154 o244 s 81 11680
Comprehensive income 0 16 3B %7 38  Ohercapilchanges 2 7 7 7 7
Comp. inome fornoncontr It~ -1 2 1 3 3 Nonaontolinginterest 0 2 2 2 3
Comp.inoorme for cont. int 61 124 32 24 B4 Todshaehdde'seqiy 288 381 689 %9 1298
Netborowings 1w % 3B 63

Valuation metrics (W,x%)  Cashflowstatenent (Won)
200A 2021A 202F 202F 204F 2020A 221A  202F 200F 204

EPS 1943 3616 10165 988 10198  Opemingcashions 215 115 306 3O 37
PER 18 126 33 34 33 NP % 118 35 38 38
BPS 9884 M703 21572 30959 40657  Noncashiems 12 45 219 28 29
PER 23 39 16 11 08 Depredition 76 79 2 74 77
EBITDAPS 5680 7812 15304 15977 16491 FX gains 0 2 5 5 5
EVEBITDA 53 63 20 14 09 Equity method gain 0 0 0 0 0
s M249 42144 5639 50670 63489 Others 47 @ W 45 18
PSR 06 11 06 06 05  Chginasseis&kb. 5 19 14 5 50
CFPS 6144 8120 17071 1697 17505  Ohercashiows 14 0 4% A7 AR
DPS 20 50 50 50 50  Ivesingcashiow 8 &0 66 0 Aw
Investmentasses 0 3 4 4 4

Financial ratios Wx%)  Tangbleassels & 4 0 &8 %
2020A 2021A 202F 202F 204F  Oters A 3 3 3 3

Growth potental Financing cash flows 4% 3 52 B >
Revenuegowh 201 137 34 59 64  Shotemborowings 164 16 1 0 0
OPgowh B %2 1382 48 31  Bodspaydbe 29 & 0 0 0
NP gowh TIB 1004 1748 21 31 Longtermborowings 2 2 2 3 3
Proftabity Rights offering 76 5 0 0 0
ROIC 105 213 46 429 421  Cashdvidends 4 0 16 46 6
ROA M1 213 413  B6 81  Ohes 2 68 A7 A7 6
ROE %1 31 607 36 85 Netdgincah 7 0 1% 251 o4
Stevity Beginning cash belance 10 17 7 a3 4e4
Debt atio 1705 1249 672 455 348  Endngcashbaance 17 7 a3 44 78
Netborowings raiio 498 384 437 359 480  NOPLAT &8 14 37 38 3
Interest coverage ratio 83 183 421 448 468 FCF 57 135 287 276 277

Source: Simmtech, Daishin Securities 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 bore by Maybank KESUSA. All responsibility for the
distribution of this report by Auerbach Grayson and Company LLC shall be bome 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 (Nov 3, 2022)
(W) Adj. Price Adj. Target Price Buy Marketperform Underperform
;8828 Rato  93.6% 6.4% 0.0%
50,000
40,000 Sector ratings breakdown
30,000 - Overweight: industry indicators are expected to outperform the market over
20,000 the next six months.
10,000 - Neutral: industry indicators are expected to be in line with the market over
the next six months.
2010 21.02 21.06 21.10 2202 22.06 2210 - Underweight: industry indicators are expected to underperform the market
over the next six months.
Date 2107 20007 220824 20731 20720 220710
Rating Buy Buy  6Mpassed Buy Buy Buy
Target price 53,000 66,000 66,000 66,000 66,000 66,000 )
DI (awr. %) 4899) @452) (3005) (2832) (2r35)  Company ratings breakdown
Dif. (max/min, %) (4523) (@1.44) (1303) (1303) (1303) - Buy:the stock is expected to outperform the market by at least 10%p over
Date 20629 20504 20321 2022 20200 20124  the nextsix months.
Rating Buy Buy Buy Buy Buy By -Marketperform: the stock is expected to either outperform or underperform
;T"g(ztwp"; ggg 20;3 :31207(8 gfg ?2%07%(; 2;010; the market by less than 10%p over the next six months.
DI (rascimin, %) (1300) (1300) (1300) (1939) (1708) @en " Underperform: the stock is expected to underperform the market by atleast
Dete 2018 2018 211107 211007 210024 210906  107apoverthenextsixmonths.
Rating Buy Buy Buy Buy Buy Buy
Target price 56,000 56,000 44,000 37,000 37,000 37,000
Diff. (avr. %) (2033) (2033) (568) (2002) (1941) (1798)
Diff (max/min, %) (1670) (1670) 443 000 (1162) (1162)
Date 210001 210825 210811 210805 210713 210624
Rating Buy Buy Buy Buy Buy Buy
Target price 37,000 37,000 37,000 33000 30,000 30,000
Dift (avr. %) (1646) (1605) (16.13) (641) (2091) (22%)
Dift. (max/min, %) (1162) (1162) (1392) (424) (1083) (1867)




