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Above expectations. Valuetronics Holdings (VHL) reported
its 4QFY10 results last Tuesday. Both revenue and net profit
were stronger than expected at HK$307.0m (+92.7% YoY,
+5.3% QoQ) and HK$22.0m (reversing HK$2.7m loss in
4QFY09, +63.0% QoQ) respectively, as the group benefited
from increased OEM sales and additional sales from new ODM
projects for a Fortune 500 MNC customer. As such, FY10
revenue of HK$1,136.1m (+18.3%) was 3.5% ahead of our
full-year sales forecast, while net profit of HK$58.8m (+10.8%)
was 23.6% higher than our earnings projection. Due possibly
to the good results and better outlook, management proposed
a final cash dividend of 7 HK cents/share (7.2% yield), versus
its FY09 dividend of 4.5 HK cents. This translates to an
earnings payout ratio of 42.3%, exceeding our dividend
assumptions and its three-year historical payout of ~30%.

Firm signs of improvement. The encouraging set of results,
we note, came after several quarters of depressed margins
from an unfavourable product mix, enlarged operating costs
(increased marketing and air freight costs) and impairments/
provisions. However, 4Q showed firm signs of improvements,
both in terms of demand and margins. And with the positive
trend likely to persist, we see potential for the group to
accelerate its profitability going forward. In fact, we note that
some of its business initiatives over the past year, such as its
IVD (In Vitro Diagnostic) medical equipment and portable air
purifiers using renowned brands, have already started to
contribute to its topline. As such, this should provide some
support to the sales momentum for VHL.

Resuming expansion plans. In view of customers' improving
sentiments and encouraging change in ordering trends
(including placing orders over extended periods), VHL also
updated that it will be resuming its plans for construction of a
new warehouse and investment in production equipment at
its Daya Bay factory that were earlier halted due to uncertain
market conditions. A HK$40m capex is budgeted for this
purpose, and the new facilities would accommodate new
projects from existing and new customers.

Maintain BUY. We are raising our FY11 forecasts by 5.2-
11.5% in view of the stronger-than-expected recovery. Our fair
value is also lifted to S$0.32 from S$0.29 previously due to

the earnings upgrade. We believe VHL is well-positioned to

leverage the global economy recovery, considering its still

healthy financial position. With upside potential of 88.2%, we

maintain BUY on VHL.
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Valuetronics

STI

(HK$ m) FY09 FY10 FY11F FY12F

Revenue 960.1 1136.1 1335.9 1413.4

EBIT 60.0 66.7 91.5 108.1

P/NTA (x) 1.2 1.0 0.9 0.7

EPS (cts) 14.9 16.6 22.5 26.7

PER (x) 6.5 5.9 4.3 3.6
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Valuetronics' Key Financial Data

EARNINGS FORECAST BALANCE SHEET

Year Ended 31 Mar (HK$m) FY09 FY10 FY11F FY12F As at 31 Mar (HK$m) FY09 FY10 FY11F FY12F

Revenue 960.1 1,136.1 1,335.9 1,413.4 Bank and cash balances 153.5 139.9 153.4 202.8

Gross profit 167.5 177.3 214.7 237.5 Other current assets 198.1 437.6 481.5 493.4

Other income 4.0 5.6 5.3 5.7 Property, plant, and equipment 160.1 164.6 180.2 194.6

Selling and distribution costs -22.1 -42.4 -51.1 -53.0 Total assets 538.1 767.3 839.9 915.1

Administrative expenses -66.7 -63.9 -76.1 -79.2 Debt 0.0 0.0 0.0 0.0

Net other operating gain -22.7 -10.0 -1.3 -2.8 Current liabilities excluding debt 211.4 394.0 411.4 418.7

Profit from operations 60.0 66.7 91.5 108.1 Total liabilities 214.6 397.0 414.4 421.6

Profit before tax 59.6 66.1 91.0 107.5 Shareholders equity 323.5 370.3 425.5 493.4

Income tax expense -6.5 -7.3 -10.9 -12.9 Total equity 323.5 370.3 425.5 493.4

Profit attributable to shareholders 53.1 58.8 80.1 94.6 Total equity and liabilities 538.1 767.3 839.9 915.1

CASH FLOW

Year Ended 31 Mar (HK$m) FY09 FY10 FY11F FY12F KEY RATES & RATIOS FY09 FY10 FY11F FY12F

Op profit before working cap. chg. 82.3 101.3 112.6 130.2 EPS (HK cents) 14.9         16.6          22.5         26.7         

Working cap, taxes and int 12.5 -72.1 -37.5 -17.5 NTA per share (HK cents) 84.0         97.3          113.0       132.3       

Net cash from operations 94.8 29.1 75.1 112.8 EBIT margin (%) 6.3% 5.9% 6.8% 7.7%

Purchase of PP&E -80.0 -28.0 -40.0 -40.0 Net profit margin (%) 5.5% 5.2% 6.0% 6.7%

Other investing flows -13.1 1.1 3.2 3.4 PER (x) 6.5           5.9            4.3           3.6           

Investing cash flow -93.1 -26.9 -36.8 -36.6 Price/NTA (x) 1.2           1.0            0.9           0.7           

Financing cash flow -29.9 -15.8 -24.9 -26.7 EV/EBITDA (x) 2.4           2.3            1.6           1.1           

Net cash flow -28.2 -13.6 13.4 49.5 Dividend yield (%) 4.6% 7.2% 7.7% 8.2%

Cash at beginning of year 181.7 153.5 139.9 153.4 ROE (%) 17.1% 16.9% 20.1% 20.6%

Cash at end of year 153.5 139.9 153.4 202.8 Net gearing (%) Net Cash Net Cash Net Cash Net Cash

Source: Company data, OIR estimates

Valuetronics' Key Financial Data

Valuetronics Results 4Q09 4Q10 % Chg 3Q10 % Chg

Year Ended 31 Mar (HK$ m) (S$m) (S$m) (YoY) (S$m) (QoQ)

Revenue 159.3 307.0 92.7% 291.6 5.3%

Gross profit 25.1 50.2 100.4% 44.1 13.7%

Gross margin 15.7% 16.4% 15.1%

EBITDA 2.3 31.0 1238.9% 21.6 43.5%

Depreciation & amortisation -6.0 -6.6 8.5% -6.1 7.3%

Operating profit -3.7 24.4 nm 15.5 57.7%

Finance costs -0.1 -0.1 -10.6% -0.2 -37.2%

Associates 0.0 0.0 nm 0.0 nm

Pre-tax profit -3.9 24.3 nm 15.3 58.9%

Tax 1.2 -2.3 nm -1.8 27.9%

Minority interests 0.0 0.0 nm 0.0 nm

Net profit -2.7 22.0 nm 13.5 63.0%

Net Margin -1.7% 7.2% 4.6%
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SHAREHOLDING DECLARATION:
The analyst/analysts who wrote this report holds NIL shares in the above security.

RATINGS AND RECOMMENDATIONS:
OCBC Investment Research’s (OIR) technical comments and recommendations are short-term and trading
oriented.
- However, OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month
investment horizon. OIR’s Buy = More than 10% upside from the current price; Hold = Trade within +/-10%
from the current price; Sell = More than 10% downside from the current price.
- For companies with less than S$150m market capitalization, OIR’s Buy = More than 30% upside from the
current price; Hold = Trade within +/- 30% from the current price; Sell = More than 30% downside from the
current price.

DISCLAIMER FOR RESEARCH REPORT
This report is solely for information and general circulation only and may not be published, circulated,
reproduced or distributed in whole or in part to any other person without our written consent. This report
should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities
mentioned herein. Whilst we have taken all reasonable care to ensure that the information contained in this
publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or
completeness, and you should not act on it without first independently verifying its contents. Any opinion or
estimate contained in this report is subject to change without notice. We have not given any consideration
to and we have not made any investigation of the investment objectives, financial situation or particular
needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no
liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient
or any class of persons acting on such information or opinion or estimate. You may wish to seek advice
from a financial adviser regarding the suitability of the securities mentioned herein, taking into consideration
your investment objectives, financial situation or particular needs, before making a commitment to invest in
the securities. OCBC Investment Research Pte Ltd, OCBC Securities Pte Ltd and their respective connected
and associated corporations together with their respective directors and officers may have or take positions
in the securities mentioned in this report and may also perform or seek to perform broking and other
investment or securities related services for the corporations whose securities are mentioned in this report
as well as other parties generally.

Privileged/Confidential information may be contained in this message. If you are not the addressee indicated
in this message (or responsible for delivery of this message to such person), you may not copy or deliver
this message to anyone. Opinions, conclusions and other information in this message that do not relate to
the official business of my company shall not be understood as neither given nor endorsed by it.
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