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HOLD

Downgraded

Close price: HK$19.12
Target Price: HK$20.50 (+7.2%)
Previous TP HK$42.50

Key Data

HKEx code 2018 HK
12 Months High  (HK$) 60.00
12 Month Low (HK$) 15.78
3M Avg Dail Vol.  (mn) 9.11
Issue Share (mn) 1,208.50
Market Cap (HK$mn) 23,106.52
Fiscal Year 12/2021

Major shareholder (s) CEO Mr. PAN Benjamin
Zhengmin(41.15%)
Source: Company data, Bloomberg, OP Research
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Company Profile
AAC Technologies is an all-rounded solution-

provider for smart mobile devices. It offers
advanced miniaturized solutions for components
like Acoustics, Haptics to the consumer
electronics industry worldwide.

AAC Tech (2018 HK)

Earnings challenges remain in FY22E

B Chip shortage hurts AAC’s earnings in 2H21. Optics suffered the most.
B Uncertain recovery path of the smartphone market.

B Downgraded to Hold with new TP of HK$20.50

A disappointing results. AAC’s net profit declined 12.6% yoy to RMB1.32bn on
the back of 3.1% yoy increase of revenue to RMB17.67bn. The Company’s
earnings significantly deteriorated in 2H21 due to weak orders from Android
brands under the growing chip shortage. In 4Q21, net profit tumbled 72% yoy to
RMB212mn with GPM declining 7.6p.p. to 20.5%. Inventory risk is rising. Inventory
day turnover day has increased to 133 days, from 108 days in FY20.

Optics turned to report gross loss in 4Q21. In 4Q21, revenue from optics down
4.2% yoy to RMB513mn with GPM declining 23.5p.p. to -2.1%, mainly due to the
ASP decline of plastic lens and the one-off impairment. Even AAC has established
integrated optical solutions from lens to camera modules during the year, the poor
product mix (6P lens shipment volume accounted for 12% only) disallowed AAC
to mitigate the impact of price wars on low-end products. AAC will focus on camera
modules and WLG hybrid-lens this year. The Company said it will mass produce
1G6P high-end hybrid-lens projects from 2H22.

Slow recovery of Acoustics. The ASP pressure offset demand driven by the
overseas customer in 4Q21. During the 4Q, GPM for Acoustics and EDPM were
26.8% and 19.8%, declined 5.0p.p./8.0p.p. on yoy basis. AAC is actively
expanding the application of acoustics and EDPM beyond smartphone. The
Company has obtained several automotive acoustics projects which will be
installed in the upcoming new energy car models by leading domestic new energy
car manufacturers.

Downgraded to HOLD with new TP HK$20.50, which is based on 15x of PER in
FY22E (40% discount to 5-year historical PER of 25x). We tune down EPS
forecast by 41.7%/29.1% to HK$1.36/ HK$1.87 for FY22E/23E amid a much
weaker earnings outlook near term. We see smartphone shipments decline to
continue through the 1H22 under supply and logistic challenges. AAC will continue
to suffer from ASP pressure and weak demand from Android brands.

Exhibit 1: Forecast and Valuation

Year to Dec (RMB mn) FY20 FY21 FY22E FY23E FY24E
Revenue 17,140 17,667 19,107 21,035 23,351
Growth (%) -4.2 +3.1 +8.2 +10.1 +11.0
Net profit 1,507 1,316 1,362 1,869 2,255
Growth (%) -32.2 -12.6 +3.5 +37.2 +20.7
Diluted EPS (HK$) 1.50 1.32 1.36 1.87 2.26
EPS growth (%) -31.9 -11.9 +3.5 +37.2 +20.7
Change to previous EPS (%) -41.7 -29.1
Consensus EPS (HK$) - - 1.674 2.161 2.457
ROE (%) 7.3 5.9 5.9 7.7 8.7
P/E (x) 12.8 14.5 14.0 10.2 8.5
P/B (x) 0.9 0.9 0.8 0.8 0.7
Yield (%) 1.6 1.0 1.4 2.0 2.4
DPS (HK$) 0.30 0.20 0.27 0.37 0.45

Source: Bloomberg, OP Research
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Exhibit 2: Earnings Review for FY21

(RMB mn) Forecast Actual % Chg OP Comments
Revenue 18,266 17,667 - 3.3 Mainly due to weaker than expected demand especially from Android customers
Gross margin 26.3% 24.7% - 1.6 Mainly due to ASP pressure
Net Profit 1,626 1,315 - 19.1
Diluted adj. EPS (HK$) 1.610 1.318 - 18.1
Source: OP Research
Exhibit 3: Earnings Revision
FY22E FY23E OP Comments
(RMB mn) New Old % Chg New Old % Chg
Revenue 19,107 22,092 -135 21,035 23,468 -10.4
Gross margin 25.3% 27.4% 2.1 26.8% 28.4% -1.6
Net profit 1,362 2,357 -422 1,869 2,634 -29.1
Diluted EPS (HK$) 1.36 234 417 1.87 2.62 -285
Source: Company, OP research
Exhibit 4: Peers Comparison
3-mth
Mkt cap avg t/o PER PER PER 3-Yr EPS Divyld Div yld P/B Hist P/B FY1 ROE ROE Shpx Shpx
Company Ticker Price (US$m) (US$m) Hist (x) FY1 (x) FY2 (x) Cagr (%) PEG (x) Hist (%) FY1 (%) (x) (x) Hist (%) FY1 (%) 1-mth % 3-mth %
AAC Technologies 2018 HK  19.12 2,951 27.7 145 140 102 19.7 0.7 1.0 1.4 0.9 0.8 5.9 59 -141  -386
HsI 21,684.97 8.2 10.5 9.2 06  -16.2 2.9 33 0.9 1.1 10.8 10.4 -4.5 6.9
HSCEI 7,396.25 7.8 8.6 7.5 45 1.9 3.0 3.6 0.8 1.0 10.2 11.9 -7.8 -9.7
CSI300 4,148.47 15.3 123 106 32.7 0.4 2.0 25 1.9 1.7 12.8 13.9 95  -16.3
Adjusted sector avg* 20.4 175 154 30.9 1.0 1.1 0.7 4.0 43 185 163 -206  -295
Sunny Optical 2382HK  124.90 17,499  142.0 22.3 190 156 17.4 1.1 0.9 1.0 5.4 43 26.8 244  -331  -486
Byd Electronic 285HK  17.14 4,933 226 5.8 10.8 7.6 0.2 52.1 1.7 1.0 1.3 13 216 121 217 371
Truly Intl Hidgs 732 HK 2.34 983 8.2 5.6 4.6 33 N/A N/A 2.1 N/A 0.7 N/A 13.3 131 -133 -8.2
Goertek Inc -A 002241 CH  37.00 19,846 3315 416 287 215 34.0 0.8 0.4 0.6 48 51 18.9 189  -155  -30.5
Luxshare Preci-A 002475CH  32.75 36,361  412.7 318 299 217 22.7 1.3 0.3 0.4 71 6.5 25.1 226  -246  -32.0
Handong Getto-A 002655 CH  11.75 664  29.6 90.4 58.8  28.0 80.1 0.7 N/A N/A 6.9 7.2 13.9 1.9  -152  -375
Merry Elec 2439TT  83.00 626 2.0 15.4 117 104 N/A N/A 6.1 6.9 1.5 1.5 9.7 1.5 17  -125

Sources: Bloomberg, OP research

Page 2 of 5



| ORIENTAL
B
# PATRON

Financial Summary

Tue, 29 Mar 2022
AAC Tech(2018 HK)

Year to Dec FY20 FY21 FY22E FY23E FY24E Year to Dec FY20 FY21 FY22E FY23E FY24E
Income Statement (RMB mn) Ratios
Acoustics 7,560 8,582 9,012 9,913 10,905 Gross margin (%) 247 247 253 268 274
Optical 1,634 2,389 2,144 2,429 2,884 Operating margin (%) 11.7 101 101 123 132
EDPM 6,847 5,639 6,888 7,577 8,334 Net margin (%) 8.8 7.5 7.1 8.9 9.7
Mems 1,083 1,013 1,063 1,116 1,228 Selling & dist'n exp/Sales (%) 17 1.9 18 17 17
Others 16 43 0 0 0 Admin exp/Sales (%) 3.9 4.7 4.5 4.0 3.8
Turnover 17,140 17,667 19,107 21,035 23,351 Payout ratio (%) 222 152 200 20.0 200
YoY% -4 +3 +8 +10 +11 Effective tax (%) 8.9 85 100 125 125
COGS -12,913 -13,302 -14,269 -15,396 -16,942 Total debt/equity (%) 388 424 404 38.0 35.4
Gross profit 4,227 4,365 4,838 5,639 6,409 Net debt/equity (%) 38 155 110 7.3 3.3
Gross margin 24.7% 24.7% 25.3% 26.8% 27.4% Current ratio (x) 1.8 1.9 1.9 2.0 21
Other income 591 298 200 248 248 Quick ratio (x) 1.4 1.3 1.4 1.4 1.5
Selling & distribution -285  -333 -344  -358 -397 Inventory T/O (days) 113 156 140 140 140
Admin -672 -824 -860 -841 -887 AR T/O (days) 110 124 116 116 116
R&D -1,920 -1,726 -1,900 -2,100 -2,300 AP T/O (days) 147 169 156 156 156
Other opex 0 0 0 0 0 Cash conversion cycle (days) 76 112 100 100 100
Total opex -2,878 -2,882 -3,104 -3,299 -3,584 Asset turnover (X) 0.5 0.4 0.4 0.5 0.5
Operating profit (EBIT) 1,941 1,781 1,934 2,588 3,073 Financial leverage (x) 1.8 1.8 1.8 1.8 1.8
Operating margin 11.3% 10.1% 10.1% 12.3% 13.2% EBIT margin (%) 11.7 10.1 10.1 12.3 13.2
Provisions 0 0 0 0 0 Interest burden (x) 0.8 0.8 0.8 0.9 0.9
Interest Income 59 49 49 49 49 Tax burden (x) 0.9 0.9 0.9 0.8 0.8
Finance costs -353 -415 -426 -426 -426 Return on equity (%) 7.3 5.9 5.9 7.7 8.7
Profit after financing costs 1,648 1,414 1557 2,210 2,695
Associated companies & JVs 0 -1 0 0 0
Pre-tax profit 1,648 1,413 1,557 2,210 2,695
Tax -147 -120 -156 -276 -337 Year to Dec FY20 FY21 FY22E FY23E FY24E
Minority interests 6 23 -39 -66 -104 Balance Sheet (RMB mn)
Net profit 1,507 1,316 1,362 1,869 2,255 Fixed assets 18,592 19,987 20,321 20,616 20,876
YoY% -32 -13 +4 +37 +21 Goodwill 164 220 220 220 220
Adjusted net profit 1,359 1,315 1,362 1,869 2,255 Intangible assets 373 384 384 384 384
YoY% -37 -3 +4 +37 +21 Right-of-use assets 1,896 2,034 2,034 2,034 2,034
Adjusted net margin 79% 74% 71% 89% 9.7% Deposits 576 317 317 317 317
EBITDA 4,292 4,438 4,602 5,295 5,814 Other non-current assets 459 1,125 1,124 1,123 1,122
EBITDA margin 25.0% 25.1% 24.1% 25.2% 24.9% Non-current assets 22,062 24,067 24,400 24,693 24,953
Adjusted EPS (HK$) 1.50 1.32 1.36 1.87 2.26 Inventories 3,995 5,695 5,473 5,905 6,498
YoY% -32 -12 +4 +37 +21 AR 5,176 6,013 6,051 6,661 7,395
DPS (HK$) 030 020 0.27 037 045 Prepayments & deposits 0 0 0 0 0
Other current assets 138 195 195 195 195
Year to Dec FY20 FY21E FY22E FY23E FY24E Cash 7,540 6,051 6,929 7,693 8,649
Cash Flow (RMB mn) Current assets 16,850 17,955 18,648 20,455 22,738
EBITDA 4,292 4,438 4,602 5,295 5,814 AP 5,205 6,148 6,088 6,570 7,229
Chg in working cap -527 -2,099 -38 -725 -830 Tax 167 165 156 276 337
Others 89 -290 0 0 0 Accruals & other payables 0 0 0 0 0
Operating cash 3,854 2,050 4,564 4,570 4,984 Bank loans & leases 3,349 2,902 2,902 2,902 2,902
Tax -262  -147 -120 -156 -276 Lease liabilities 494 242 242 242 242
Net cash from operations 3,593 2,196 4,445 4,414 4,708 Other current liabilities 166 211 211 211 211
Capex -4,736 -3,550 -3,000 -3,000 -3,000 Current liabilities 9,380 9,668 9,599 10,201 10,921
Investments 0 0 0 0 0 Bank loan & notes 5,055 6,573 6,573 6,573 6,573
Dividends received 0 0 0 0 0 Lease liabilities 317 452 452 452 452
Interest received 53 50 49 49 49 Deferred tax & others 2,339 2,827 2,827 2,827 2,827
Others 1,421 -746 0 0 0 Non-current liabilities 7,711 9,852 9,852 9,852 9,852
Investing cash -3,262 -4,246 -2,951 -2,951 -2,951 Total net assets 21,808 22,502 23,596 25,095 26,917
FCF 331 -2,060 1,493 1,463 1,756 Shareholder's equity 21,159 21,811 22,866 24,299 26,017
Issue of shares 0 0 0 0 0 Share capital 98 98 98 98 98
Buy-back 0 0 0 0 0 Reserves 21,061 21,713 22,768 24,201 25,919
Interests paid -300 -294  -415  -426  -426 MI 662 691 730 795 899
Dividends paid -107 -403 -200 -272 -374 BVPS (HK$) 21.0 21.8 22.9 24.3 26.0
Net change in bank loans 356 0 0 0 0
Others 2,632 1,309 0 0 0
Financing cash 2,582 612 -615 -699 -800
Net change in cash 2,913 -1,438 878 764 956
Exchange rate or other Adj -187 51 0 0 0
Opening cash 4,814 7,540 6,051 6,929 7,693
Closing cash 7,540 6,051 6,929 7,693 8,649
CFPS (HK$) 3.57 2.20 4.45 4.42 4.71

Sources: Company, OP Research
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Date Company / Sector Stock Code Title Rating Analyst
02/03/2022 Xinyi Energy 3868 Ambitious expansion plan for FY22E BUY John Siah
25/02/2022 Tsaker Chem 1986 Battery business started to bear fruit NR John Siah
27/01/2022 Greentown Mgmt 9979 Resilient against headwinds BUY John Siah
21/01/2022 361 Degrees 1361 4Q21 retail sales beat expectation BUY John Siah
14/12/2021 Tian Lun Gas 1600 Embracing green energy, ambitious target for gas sales BUY John Siah
06/12/2021 New Higher Edu 2001 Aim for quality growth BUY John Siah
29/11/2021 China Edu Group 839 FY21 results in-line, expecting more M&A BUY John Siah
18/11/2021 Edvantage Group 382 FY21 results slightly beat our expectation BUY John Siah
26/10/2021 Truly Int'l 732 More added value of automotive display as a new earnings catalyst BUY John Siah
19/10/2021 China Edu Sector - Encourage private participation in vocational education - John Siah
11/10/2021 AAC Tech 2018 Sluggish 3Q21 earnings on weak smartphone market BUY John Siah
03/09/2021 HK Tech Venture 1137 Striving to become a global technology enabler BUY John Siah
31/08/2021 Tian Lun Gas 1600 Mixed 21H1 results, expecting margins to improve in 21H2E BUY John Siah
27/08/2021 AAC Tech 2018 Optics segment stood strong against headwinds in 21Q2 BUY John Siah
25/08/2021 361 Degrees 1361 Strong earnings expected to continue in 21H2E BUY John Siah
09/08/2021 Edvantage Group 382 Promising growth to continue in FY22E BUY John Siah
09/08/2021 China Edu Group 839 Another landmark M&A BUY John Siah
09/08/2021 New Higher Edu 2001 SY21/22 growth on track BUY John Siah
06/08/2021 Innovent Bio 1801 Sintilimab on track to become RMB10 bn drug BUY Kevin Tam
05/08/2021 Greentown Mgmt 9979 Safe sail inside the Storm BUY John Siah
05/08/2021 Xinyi Energy 3868 More M&A coming in 21H2E BUY John Siah
30/07/2021 SF REIT 2191 First logistics REITs in HK, riding the e-commence wave NR John Siah
27/07/2021 China Edu Sector - Private Higher Edu will not be the next K12 tutoring - John Siah
13/07/2021 HKTV 1137 Edging up GMV with enabler business kicking off BUY Kevin Tam
07/07/2021 Xinyi Energy 3868 Fast growing solar farms with promising dividend outlook BUY John Siah
02/07/2021 Yidu Tech 2158 Getting closer to breakeven BUY Kevin Tam
24/06/2021 Greentown Mgmt 9979 21H1 net profit expected to up more than 70% YoY BUY John Siah

Historical recommendations and target price: AAC Technology (2018 HK)
(as of 28/03/2022)
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Date Rating TP Close
1 14 Apr 2021  BUY HK$ 60.80 HK$ 46.70
2 14 May 2021 BUY HK$ 61.30 HK$ 42.55
3 27 Aug 2021 BUY HK$ 56.50 HK$ 42.15
4 11 Oct 2021  BUY HK$ 42.50 HK$ 31.95
5 28 Mar 2022 HOLD HK$ 20.50 HK$ 19.12
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By accepting this report, you represent and warrant that you are entitled to receive such report in accordance with the restrictions set forth below and
agree to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation of law or termination of such
services provided to you.

Disclaimer

Research distributed in Hong Kong is intended only for institutional investors whose ordinary business activities involve investing in shares, bonds and
associated securities and/or derivative securities and who have professional experience in such investments. Any person who is not an institutional investor
must not rely on this communication.

The information and material presented herein are not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident
of or located in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would
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or licensing requirement within such jurisdiction.

The information and material presented herein are provided for information purposes only and are not to be used or considered as an offer or a solicitation
to sell or an offer or solicitation to buy or subscribe for securities, investment products or other financial instruments, nor to constitute any advice or
recommendation with respect to such securities, investment products or other financial instruments.

This research report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the particular
needs of any specific person who may receive this report. This report is not to be relied upon in substitution for the exercise of independent judgment.
Oriental Patron may have issued other reports that are inconsistent with, and reach different conclusions from, the information presented in this report.
Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared them. You should independently evaluate
particular investments and you should consult an independent financial adviser before making any investments or entering into any transaction in relation
to any securities mentioned in this report.

Information and opinions presented in this report have been obtained or derived from sources believed by Oriental Patron to be reliable, but Oriental Patron
makes no representation as to their accuracy or completeness and Oriental Patron accepts no liability for loss arising from the use of the material presented
in this report where permitted by law and/or regulation. Further, opinions expressed in this report are subject to change without notice. Oriental Patron
does not accept any liability whatsoever whether direct or indirect that may arise from the use of information contained in this report.

The research analyst(s) primarily responsible for the preparation of this report confirm(s) that (a) all of the views expressed in this report accurately reflects
his or their personal views about any and all of the subject securities or issuers; and (b) that no part of his or their compensation was, is or will be, directly
or indirectly, related to the specific recommendations or views he or they expressed in this report.

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made
regarding future performance.

Oriental Patron, its directors, officers and employees may have investments in securities or derivatives of any companies mentioned in this report, and
may make investment decisions that are inconsistent with the views expressed in this report.

General Disclosure

Oriental Patron, its directors, officers and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted
by law, from time to time participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or
solicit business from such issuers, and/or have a position or holding, or other material interest, or effect transactions, in such securities or options thereon,
or other investments related thereto. In addition, it may make markets in the securities mentioned in the material presented in this report. Oriental Patron
may, to the extent permitted by law, act upon or use the information presented herein, or the research or analysis on which they are based, before the
material is published. One or more directors, officers and/or employees of Oriental Patron may be a director of the issuers of the securities mentioned in
this report. Oriental Patron may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may
make a primary market in issues of, any or all of the entities mentioned in this report or may be providing, or have provided within the previous 12 months,
significant advice or investment services in relation to the investment concerned or a related investment or investment banking service to the issuers of
the securities mentioned in this report.

Regulatory Disclosures as required by the Hong Kong Securities and Futures Commission

Oriental Patron (inclusive of OPSL) which are carrying on a business in Hong Kong in investment banking, proprietary trading or market making or agency
broking are not a market maker in the securities of the subject companies mentioned in this report. Unless otherwise specified, Oriental Patron does not
have any investment banking relationship with the companies mentioned in this report within the last 12 months. As at the date of this report, Oriental
Patron do not have any interests in the subject company(ies) aggregating to an amount equal to or more than 1% of the subject company(ies) market
capitalization.

Analyst Certification:

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 the
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Rating and Related Definitions

Buy (B) We expect this stock outperform the relevant benchmark greater than 15% over the next 12 months.
Hold (H) We expect this stock to perform in line with the relevant benchmark over the next 12 months.

Sell (S) We expect this stock to underperform the relevant benchmark greater than 15% over the next 12 month.
Relevant Benchmark Represents the stock closing price as at the date quoted in this report.
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