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INITIATE COVERAGE

BYD Electronic (285 HK)
Robust Multi-Year Growth Cycle Driven By Content Gains And GenAl Themes

BYDE is one of the best positioned names to capture GenAl opportunities in the
consumer electronics space, thanks to its growing presence in the Apple supply chain,
as well as long-standing relations with Android clients. With its content gains in BYD’s
EV supply chain amid the ongoing import substitution trend, and its venture into the Al
server ODM business, we believe BYDE will see a solid 27% earnings CAGR in 2024-26.
Initiate coverage with BUY. Target price: HK$47.70.

INITIATE COVERAGE

+ Consumer electronics division: To be driven by content gains in Apple supply chain
and recovery of smartphone market. BYD Electronic (BYDE) is the biggest iPad
assembler with a >50% market share, and through the recent acquisition of Jabil Inc’s
mobility business, is now a key supplier of Apple’s titanium casings with a 30-40% market
share. With Apple implementing state-of-the-art Al features across its devices in 2H24, we
now expect its shipment to pick up again by 2025 as only 20%/5% of existing iPads/iPhones
support Al features. As a key supplier for both iPad and iPhone, BYDE will be a primary
beneficiary of the upcoming replacement cycle. On the other hand, the resumption of specs
upgrades and recovery in shipment volume for Android phones will also benefit BYDE
thanks to its close cooperation with the top Android brands.

(]

Automotive electronics division: Order wins and content gains as key growth drivers.
BYDE's share of content in automaker BYD Auto Co’s (BYD) supply chain has been
expanding in the past few years. BYDE started providing advanced driver-assistance
systems to BYD in 2022 with penetration expanding to high-end models by end-23. It also
won orders for thermal management systems and active suspension systems, which are
scheduled for mass production and delivery in 1H24/end-24 respectively. As these new
products have higher ASP and margins, coupled with sustained share gains in BYD’s supply
chain, we expect BYDE'’s average dollar content per vehicle to rise from Rmb3,729 in 2023
to Rmb5,523 in 2026. The ongoing content gains and BYD’s electric vehicle sales growth
will remain a key growth driver for BYDE’s automotive electronics division in the coming 1-2
years, while the contribution from third-party auto brands may start to contribute more
meaningfully in the longer term from 2026 onwards.

BYDE to register solid growth. We forecast revenue to grow 36.0%/7.8%/11.2% to
Rmb177b/Rmb190b/Rmb212b in 2024-26 respectively, while margins are expected to
expand to 8.3%/9.1%/9.4% for the same period. The bottom line is expected to rise
24.0%/37.8%/ 20.0% yoy to Rmb5.0b/Rmb6.9b/Rmb8.3b in 2024-26 respectively.

Click here for Blue Top dated 04 Jul 24
KEY FINANCIALS

Year to 31 Dec (Rmbm) 2022 2023 2024F 2025F 2026F
Net turnover 107,186 129,957 176,724 190,424 211,657
EBITDA 3,177 6,496 9,785 12,221 13,843
Operating profit 611 3,705 5,447 7,513 8,942
Net profit 1,858 4,041 5,011 6,908 8,291
Net profit (adj.) 1,858 4,041 5,011 6,908 8,291
EPS (cent) 82.4 179.4 2224 306.6 368.0
P/E (x) 413 19.0 15.3 111 9.3
P/BV (x) 3.6 3.2 2.8 24 21
EV/EBITDA (x) 28.4 13.9 9.2 7.4 6.5
Dividend yield (%) 0.4 1.4 1.8 25 29
Net margin (%) 1.7 3.1 2.8 3.6 3.9
Net debt to equity (%) (12.9) 20.3 1.2 (9.5) (26.9)
Interest cover (x) 87.0 (71.3) (59.0) (36.4) (24.3)
ROE (%) 7.5 14.7 16.0 19.3 19.9
Consensus net profit - - 5,009 6,513 7,776
UOBKH/Consensus (x) - - 1.00 1.06 1.07

Source: Bloomberg, UOB Kay Hian

BUY

Share Price HK$37.35
Target Price HK$47.70
Upside 27.7%

COMPANY DESCRIPTION

BYD Electronic researches, develops and
manufactures handset components such as
handset casings, keypads and modules for
handset manufacturers. The company also
provides assembly services comprising
assembly service and PCB assembly service
to global handset manufacturers.
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Price Performance (%)

52-week high/low HK$41.10 / HK$23.20
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STOCK IMPACT

¢ Earnings growth to continue in 2024. After a robust recovery in 2023, BYDE'’s sales are
expected to grow 36.0%/7.8%/11.2% yoy in 2024-26, driven by both the consumer
electronics division and the automotive content gains in BYD'’s supply chain. In view of the
Jabil components business’ significant contribution and BYDE’s aim to improve efficiency in
the coming years, coupled with an improved automotive product mix, we expect margins to
expand going forward to 8.3%/9.1%/9.4% in 2024-26. Overall, we project net profit to surge
24.0%/37.8%/20.0% yoy to Rmb5.0b/Rmb6.9b/Rmb8.3b in 2024-26 respectively.

VALUATION/RECOMMENDATION

o Initiate coverage with BUY, with a target price of HK$47.70 based on SOTP valuation
with the following components:

a) 17.1x 2024F PE for the automotive electronics division, which is at a premium compared
to peers’ average at 11.7x, as we believe the division deserves the premium valuation
given its faster top-/bottom line growth rate on the back of share gains.

b) 22.3x for the consumer electronics division, which is at a 30% premium vs peers’ average
at 17.2x, given BYDE’s market share gains against competitors and ongoing margin
expansion through optimisation of operations.

c¢) 14.7x for the intelligent devices division, which is based on peers’ averaged valuation.

REVENUE BY KEY BUSINESS SEGMENT

Year to 31 Dec (Rmbm) 2023 2024F 2025F 2026F
Total Revenue 129,957 176,724 190,424 211,657
Automotive Electronics 14,096 19,959 25,601 30,243
Consumer Electronics 97,420 136,480 141,494 153,421

- Assembly 83,783 99,008 97,992 107,241

- Components 13,637 14,709 15,784 16,530

- Jabil n.a. 22,763 27,718 29,650
Intelligent Devices 18,441 20,285 23,328 27,993
yoy growth (%) 21.2 36.0 7.8 11.2
Automotive Electronics 52.2 416 28.3 20.0
Consumer Electronics 18.5 40.1 37 8.4

- Assembly 231 18.2 (1.0 9.4

- Components (3.7) 7.9 73 47

- Jabil n.a. n.a. 218 7.0
Intelligent Devices 17.4 10.0 15.0 20.0
Gross margins (%) 8.0 8.3 9.1 9.4
Automotive Electronics 14.0 145 15.0 155
Consumer Electronics 5.8 6.6 7.3 74

- Assembly 35 35 35 35

- Components 19.0 19.0 19.0 19.0

- Jabil 12.0 14.0 15.0
Intelligent Devices 15.9 14.0 14.0 14.0
yoy growth (ppt)
Blended margins 2.1 0.3 0.8 0.3
Automotive Electronics 1.0 0.5 0.5 0.5
Consumer Electronics 11 0.8 0.7 0.1

- Assembly 0.3

- Components 7.0 - - -

- Jabil - n.a. 2.0 1.0
Intelligent Devices 7.1 (1.2)

Source: BYDE, UOB Kay Hian
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BYD'S SALES FORECAST
(m units) (%)
i.g 1525 43 46 ﬁg

2021 2022 2023 20247 2025F 2026F
Total Units —— yoy (% RHS)

Source: BYD, UOB Kay Hian

INTELLIGENT DEVICES REVENUE CONTRIBUTION

BY PRODUCT CATEGORY

% of Division Revenue Notable
Product Category in 2023 Customers
BESS 25-35% BYD
Gaming Hardware 10-20% Razer
Robotic Vacuums 10-20% iRobot
Drones 5-15% DJI
POS Machines 5-15% Sunmi
Others 10-20%

Source: BYDE, UOB Kay Hian
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PROFIT & LOSS
Year to 31 Dec (Rmbm)

Net turnover
EBITDA
Depreciation & amortization

EBIT

Total other non-operating income

Associate contributions

Net interest income/(expense)

Pre-tax profit
Tax

Minorities

Net profit

Net profit (recurrent)

CASH FLOW
Year to 31 Dec (Rmbm)

Operating

Pre-tax profit

Tax
Depreciation/amortization
Associates

Working capital changes
Non-cash items

Other operating cashflows
Investing

Capex (growth)
Investments

Proceeds from sale of assets
Others

Financing

Dividend payments

Issue of shares

Proceeds from borrowings
Loan repayment
Othersfinterest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent

Changes due to forex impact

Ending cash & cash equivalent

2023
129,957
6,496
(2,791)
3,705
924

52
4,681
(640)

4,041
4,041

2023
10,243
4,681
(640)
2,791

2,310
1,101

(17,735)
(3,851)
(14,145)
261

©0)
11,823
(372)

20,491
(7,864)
(432)
4,330
6,244
(37)
10,537

2024F
176,724
9,785
(4,337)
5,447
220

92
5,760
(749)

5,011
5,011

2024F
10,835
5,760
(749)
4,337

1,225
262

(3,800)
(3,800)

(4,474)
(1212)

15,000
(18,000)
(262)
2,561
10,537

13,098

2025F
190,424
12,221
(4,708)
7,513
220

206
7,940
(1,032)

6,908
6,908

2025F
9,552
7,940
(1,032)
4,708

(2,265)
202

(3,800)
(3,800)

(4,706)
(1,503)

12,000
(15,000)
(202)
1,047
13,098

14,145

2026F
211,657
13,843
(4,901)
8,942
220

368
9,530
(1,239)

8,291
8,291

2026F
14422
9,530
(1,239)
4,901

1,078
152

(3,800)
(3,800)

(4,225)
(2,072)

10,000
(12,000)
(152)
6,398
14,145

20,543

BALANCE SHEET
Year to 31 Dec (Rmbm)

Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS
Year to 31 Dec (%)

Profitability
Gross margin
Pretax margin
Net margin
ROA

ROE

Growth
Turnover
Gross profit
Pre-tax profit
Net profit

Net profit (adj)
EPS

Leverage

Debt to total capital
Debt to equity

Net debt to equity

Interest cover (x)

2023
19,709
12,902
10,546
44,061
87,219
16,489
40,138

0

3,138

29,330
0
87,219

2023

8.0
3.6
31
5.6
147

212
64.3
1415
117.6
117.6
117.6

18.9
56.2
203

(71.3)

2024F
19,981
12,093
13,107
54,840
100,022
13,489
52,142
0

3,138
33,129
0
100,022

2024F

8.3
33
2.8
54
16.0

36.0
411
23.0
24.0
24.0
24.0

135
407
1.2
(59.0)

2025F
19,974
11,193
14,154
51,224
96,544
10,489
46,260
0
3,138
38,533
0
96,544

2025F

9.1
4.2
3.6
7.0
19.3

7.8
18.3
37.8
37.8
37.8
37.8

109
272
(9.5)

(36.4)

2026F
19,686
10,380
20,552
66,426
117,043
8,489
62,540
0

3,138
44,753
0
117,043

2026F

9.4
45
39
7.8
19.9

11.2
145
20.0
20.0
20.0
20.0

73

19.0
(26.9)
(24.3)
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.
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