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Willas-Array Electronics

Negatives largely priced in

2HFY09 may sink into red. Willas-Array Electronics (WAE) recently
updated that the group had encountered a very soft 2HFY09 amid a fall-off
in the global electronics demand. The worst was seen in Jan-Feb 2009,
where the group suffered not only from a seasonally weak quarter but also
from long holidays during Chinese New Year. Among the components, the
industrial segment had held up the best. However, WAE is not expected
to withstand the broad-based downturn in other segments. Consequently,
WAE warns that 2HFY09 may not be profitable.

Outlook remains uncertain. Like many industry players, WAE has been
aggressively cutting its inventory to a low level by selling excess inventory
at lower ASPs. This reduction process had recently stabilized, and the
group is starting to see orders returning after months of capacity reduction
among its principals. While the group hopes that demand would pick up
from April, it notes that the improvement in orders may not be sustainable
and that the outlook remains uncertain. In addition, it believes that the
recovery, if it occurs in FY10, is likely to be slow and gradual.

Financial position still healthy. On a brighter note, WAE assures that
its financial position is still healthy. Thanks to its specialized team for
credit checks, the amount of bad debts WAE incurred over the period is
not expected to exceed that of last year (~47% of receivables are insured).
To keep its costs down, the group is also embarking on a four-day week
and other cost-cutting measures such as salary reduction and no pay
leave. In the near-term, WAE is looking to benefit from the economic
stimulus package rolled out by the Chinese government (for example, 3G
telecommunications), and a strong, major customer who is taking the
opportunity to expand its market share in China amid the downturn.

Upgrade to HOLD. We have adjusted our FYO9F earnings to reflect a
possible loss for the fiscal year. Due to the uncertain outlook, we now
deem it inappropriate to base our fair value on earnings forecasts. As such,
we adopt a price multiples based on NTA and peg it to 0.25x FY10F BV,
near to its lowest-ever 0.24x P/BV since listing. This in turn yields a fair
value of S$0.06 (S$0.04 on 4x blended FY09/10F EPS previously). As the
share price has maintained around its current level lately, we believe the
bulk of negatives have been priced in. Hence, we upgrade WAE from SELL
to HOLD.

Yearto Turnover Gross Profit Net Profit EV/EBITDA EPS EPS Growth PER Div Yield
31-Mar (HK$m) (HK$m) (HK$m) (x) (HK cents) (%) (x) (%)
FY 07 2,204.6 251.47 41.253 2.86 13.4 69.0 2.7 18.7
FY 08 2,548.5 298.1 459 4.2 14.8 10.8 2.4 21.0
FY 09F 2,101.5 199.8 -18.0 17.7 -5.8 nm nm -

FY 10F 2,058.8 212.1 8.3 7.1 2.7 nm 13.3 3.8

Please refer to the important disclosures at the back of this document.



Willas-Array Electronics

Willas-Array's Key Financial Data
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EARNINGS FORECAST
Year Ended 31 Mar (HKD m)

FYO07 FYO08 FYO9F FY10F

Revenue 2,204.6 2,548.5 2,101.5 2,058.8
Gross profit 251.5 298.1 199.8 2121
EBITDA 75.4 87.4 18.0 42.0
Depreciation & amortisation -7.6 -10.3 -10.2 -10.9
Operating Profit 67.7 771 7.9 31.1
Interest expense -17.6 -20.2 -21.0 -20.2
Associates 0.0 0.0 -1.2 -0.8
Pre-tax profit 50.1 56.9 -14.2 10.0
Tax -10.2 -10.2 -5.5 -2.8
Minority interests -1.3 0.8 -1.7 -1.1
Net profit 41.3 45.9 -18.0 8.3
Earnings per share (cents) 13.4 14.8 -5.8 2.7
Fully diluted earnings per share (cents) 12.2 13.7 -5.4 25
BALANCE SHEET

As at 31 Mar (HKD m) FYO07 FYO08 FYO9F FY10F
Cash 194.9 196.2 387.8 362.4
Other current assets 689.1 856.9 677.1 663.6
Fixed assets 41.2 36.0 32.3 78.1
Other long term assets 31.7 38.7 86.4 31.9
Total assets 956.8 1,127.8 1,183.6 1,135.9
Current liabilities less debt 296.0 294.0 245.0 234.8
Debt 288.2 437.2 585.0 540.3
Other long term liabilities 3.9 3.4 3.4 3.4
Total liabilities 588.1 734.6 833.4 778.5
Shareholders equity 356.5 380.1 338.9 347.2
Minority interests 12.2 13.0 11.3 10.2
Total equity and liabilities 956.8 1,127.8 1,183.6 1,135.9
NTA per share (cents) 108.9 116.9 104.8 108.6
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CASH FLOW

Year Ended 31 Mar (HKD m) FYOQ7 FYO08 FYO9F FY10F
Operating profit before working cap. changes 98.1 104.6 16.0 38.7
Working capital changes -19.7 -197.6 133.2 3.3
Interest and tax -24.0 -21.5 -24.0 -20.5
Net cash from operations 54.4 -114.4 125.1 21.5
Capex 2.7 -2.3 -3.0 2.2
Other investing flows -17.4 -10.9 -55.0 0.0
Investing cash flow -20.1 -13.2 -58.0 2.2
Change in equity 0.0 0.0 0.0 0.0
Dividend paid -18.2 -25.4 -23.2 0.0
Net change in debt -19.3 62.9 114.7 -25.7
Others 44.5 86.9 33.1 -18.9
Financing cash flow 7.0 124.4 124.6 -44.7
Effect of exchange rate fluctuations 0.4 45 0.0 0.0
Net cash flow 41.6 1.3 191.7 -25.4
Cash at beginning of year 153.3 194.9 196.2 387.8
Cash at end of year 194.9 196.2 387.8 362.4
Key Ratios

PER (x) 2.7 2.4 nm 13.3
Price/NTA (x) 0.3 0.3 0.3 0.3
EV/EBITDA (x) 2.9 4.2 17.7 71
Dividend yield (%) 18.7 21.0 0.0 3.8
ROIC (%) 5.7 5.0 -9.3 1.5
ROE (%) 11.4 12.3 -5.3 2.0
Net gearing (%) 26.2 63.4 58.2 51.2
PE to growth (x) 0.0 0.2 0.0 -0.1

Source: Company data, OIR estimates
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SGX RESEARCH INCENTIVE SCHEME
OCBC Investment Research Pte Ltd (OIR) produced this report under the SGX Research Incentive Scheme.
OIR is compensated S$7,500 per annum for each company covered under the Scheme.

SHAREHOLDING DECLARATION:
The analyst/analysts who wrote this report holds NIL shares in the above security.

RATINGS AND RECOMMENDATIONS:

OCBC énvestment 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
fo 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 og/ect/ves, financial situation or particular needs, before mak/ng a commitment to investin
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 ma fv 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 messa%e 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.

Co.Reg.no.: 198301152E
For OCBC Investment Research Pte Ltd

Carmen Lee
Published by OCBC Investment Research Pte Ltd Head of Research
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