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COMPANY RESULTS

Venture Corporation (VMS SP)

1H22: Results Slightly Above Expectations; Demand Remains Resilient

VMS’ 1H22 earnings of S$174m (+24% yoy) exceeded our expectation by 3%. All of its
seven domains recorded growth due to strong customer demand aided by VMS’ ability
to overcome supply-side challenges including supply chain constraints and the tight
labour situation. The company anticipates demand to remain resilient in 2H22 across
various technology domains and expects to end the year well. We raise our 2022 EPS
and target price by 3% to $$23.54. Maintain BUY.

1Q22 RESULTS
Year to 31 Dec (S$m) 1H22 1H21 yoy % chg
Revenue 1,796.1 1,432.2 254
PBT 212.8 161.7 316
PBT margin (%) 11.8 11.3 0.5ppt
Net profit 174.3 140.4 24.1
Net margin (%) 9.7 9.8 (0.1ppt)

Source: VMS, UOB Kay Hian

RESULTS

¢ Results above expectations due to growth across all seven domains and continued
ability to overcome supply-side challenges. Venture Corporation’s (VMS) 1H22 earnings
of S$174m (+24% yoy) exceeded our expectation by 3%. The strong growth was due to
growth across all the domains and its ability to overcome supply-side challenges including
global supply chain constraints, rising inflationary pressures and a tight labour situation. Net
margin remained stable at 9.7%, which is a testament of VMS’ differentiating capabilities and
pricing power.

Anticipates a resilient demand outlook. Overall, VMS expects to end 2022 well. Based on
its customers’ orders and forecasts, it expects demand to remain unabated in 2H22. VMS
sees resilient demand across its diversified customer base, especially in the life science &
genomics, healthcare & wellness, networking & communications, test & measurement
instrumentation and process & test equipment in the semiconductor technology domains.

Proactive management and differentiating capabilities help VMS to stand out. Several
initiatives undertaken by VMS to overcome supply chain disruptions include: a) redesigning
the products to reduce dependency on parts that are in shortages, b) working with customers
to obtain a longer order forecast for better procurement and production planning, and c)
increasing stockpiling of inventories and sharing the working capital burden with customers.
Combined with the strong design and R&D capabilities of VMS, the company is able to
provide unique solutions to win market share and clients that are of high quality amid this
uncertain environment.

KEY FINANCIALS

Year to 31 Dec (S$m) 2020 2021 2022F 2023F 2024F
Net turnover 3,013 3,107 3,574 3,824 4,152
EBITDA 375 388 440 463 501
Operating profit 334 351 405 430 470
Net profit (rep./act.) 297 312 351 373 406
Net profit (adj.) 297 312 351 373 406
EPS (S cent) 102.3 107.5 120.7 128.3 140.0
PE (x) 16.7 15.9 14.7 13.8 12.7
P/B (x) 1.9 1.8 1.8 1.7 1.6
EV/EBITDA (x) 10.4 10.1 9.4 8.9 8.3
Dividend yield (%) 4.4 4.4 4.5 4.5 4.5
Net margin (%) 9.9 10.0 9.8 9.7 9.8
Net debt/(cash) to equity (%) (35.9) (29.7) (36.1) (36.4) (36.5)
ROE (%) 11.7 11.8 12.6 12.8 13.3
Consensus net profit - - 353 377 404
UOBKH/Consensus (x) - - 0.99 0.99 1.00

Source: VMS, Bloomberg, UOB Kay Hian
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BUY

(Maintained)

Share Price S$17.73
Target Price S$$23.54
Upside +32.8%
(Previous TP S$22.80)

COMPANY DESCRIPTION

Venture Corporation is a leading global
electronics services provider. It provides
technology solutions, products and services
over a diversified range of high-mix, high-
value and complex products.

STOCK DATA

GICS sector Information Technology
Bloomberg ticker: VMS SP
Shares issued (m): 291.0
Market cap (S$m): 5,159.7
Market cap (US$m): 3,749.7
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Price Performance (%)
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STOCK IMPACT

¢ Remains positive on its long-term growth as it continues to engage and collaborate with
successful and innovative customers in various high-growth, fast expanding market
segments.

¢ Maintains a sharp focus on its business sustainability goals and strategic direction
over the long term. With planned investments into the expansion of its human capital,
development of new differentiating technologies and capabilities, and new manufacturing
capacity, VMS will be focusing on the execution of its transformational journey to propel the
group’s network of Clusters of Excellence to the next level.

1H22, VMS recorded net cash of S$704m (accounting for about 15% of its current market
cap) and led the pack of US-listed peers which were mostly in net debt positions. More
importantly, VMS has consistently paid the same amount of dividends or better than that in
the preceding years.

Positive guidance of key customers:

NCR: 2022 guidance of 12-15% yoy revenue growth and 27-39% yoy EPS growth.
Agilent: 2022 guidance of 7% yoy revenue and EPS growth.

Fortive: Expects 2022 revenue growth of 7% yoy.

Keysight: Expects 2022 revenue growth of 5% yoy.

lllumina: Expects 2022 revenue growth of 14-16% yoy.

Waters: Expects 2022 revenue growth of 6% yoy.

Philip Morris: Expects 2022 revenue growth of 4-6% yoy and EPS growth of 8-11% yoy.

EARNINGS REVISION/RISK

o We raised our 2022/23/24 revenue by 5%/3%/3% to account for the better-than-expected
revenue in 1H22 and VMS’ guidance for a resilient customers’ demand for 2H22. We expect
2H22 revenue to be largely similar to 1H22. As a result, our 2022/23/24 earnings increased
by 3%/1%/1%. We are expecting a mild reduction of margin by 0.2ppt in 2022 as we
increased our tax rate assumption by 2ppt to 15% from 2023-24 to reflect lower government
tax incentives.

VALUATION/RECOMMENDATION

¢ Maintain BUY and raised our target price by 3% to $$23.54, pegged to +1SD above its
forward mean PE, of 19.5x on 2022 earnings. Currently, VMS offers an attractive dividend
yield of 4.7%.

BROAD-BASED YOY GROWTH ACROSS ALL DOMAINS DIVERSIFIED ACROSS >100 CUSTOMERS

Portfolio A
1. Life Science, Genomics, Molecular Diagnostics and Related Materials
Growth
Technology

2. Medical Devices and Equipment Growth
3. Healthcare & Wellness Technology, Lifestyle Consumer Tech, Health

Improvement Products and Others i
Overall Portfolio A Performance Growth
Portfolio B
4. Instrumentation, Test & Measurement Technology Growth
5. Netwo!'king & Communications, Security & Safety, Building Automation, Growth

Industrial 10T
6. Advanced Payment Systems Growth
7. A(_:Ivgnced Indu;trial Technology, Computing & Productivity Systems, Growth

Printing & Imaging, Related Components Technology and Others
Overall Portfolio B Performance Growth

Source: VMS

Strong balance sheet and good dividends provide limited share price downside. As of

Monday, 08 August 2022
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PROFIT & LOSS
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BALANCE SHEET
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Year to 31 Dec (S$m) 2021 2022F 2023F 2024F  Year to 31 Dec (S$m) 2021 2022F 2023F 2024F
Net turnover 3,107.5 3,573.6 3,823.7 4,152.0 Fixed assets 2152 2154 2173 220.9
EBITDA 387.5 440.2 463.3 501.5 Other LT assets 682.6 682.5 682.5 682.4
Deprec. & amort. 36.9 35.0 333 317 Cash/ST investment 807.9 1,023.7 1,082.5 1,149.0
EBIT 350.6 405.1 430.0 469.8 Other current assets 1,929.6 1,7076 18245  1,976.0
Total other non-operating income 24 1.0 2.0 2.0 Total assets 3,635.3 3,629.3 3,806.7 4,028.4
Associate contributions 02 0.2 02 02 ST debt 0.0 0.0 0.0 0.0
Net interest income/(expense) 6.3 6.3 6.3 6.3 Other current liabilities 907.5 783.0 819.9 867.1
Pre-tax profit 359.6 412.7 438.6 478.4 LT debt 0.0 0.0 0.0 0.0
Tax 47.3) (61.9) (65.8) (71.8)  Other LT liabilities 8.3 83 8.3 8.3
Minorities 0.3) 0.3) (0.3) 0.3) Shareholders' equity 2,716.4 2,834.6 2,974.9 3,149.0
Net profit 3121 350.5 3725 406.3 Minority interest 31 34 36 39
Net profit (adj.) 3121 350.5 3725 406.3  Total liabilities & equity 3,635.3 36293 38067 40284
CASH FLOW KEY METRICS

Year to 31 Dec (S$m) 2021 2022F 2023F 2024F  Year to 31 Dec (S$m) 2021 2022F 2023F 2024F
Operating 101.8 476.3 319.2 327.0 Profitability

Pre-tax profit 359.6 412.7 438.6 478.4 EBITDA margin 125 12.3 121 121
Tax (55.9) (61.9) (65.8) (71.8) Pre-tax margin 11.6 115 115 115
Deprec. & amort. 36.9 35.0 333 317 Net margin 10.0 9.8 9.7 9.8
Associates (0.2) 0.2) (0.2 0.2) ROA 9.1 9.6 10.0 10.4
Working capital changes (241.5) 97.4 (79.9) (104.3) ROE 11.8 12.6 12.8 13.3
Non-cash items (0.5) 0.0 0.0 0.0

Other operating cashflows 3.6 (6.8) (6.8) (6.8) Growth

Investing (2.2) (28.2) (28.2) (28.2) Turnover 31 15.0 7.0 8.6
Capex (growth) (10.8) (35.0) (35.0) (35.0)  EBITDA 32 13.6 53 8.2
Investments (0.6) 0.0 0.0 0.0 Pre-tax profit 49 14.8 6.3 9.1
Proceeds from sale of assets 3.0 0.0 0.0 0.0 Net profit 5.0 12.3 6.3 9.1
Others 6.3 6.8 6.8 6.8 Net profit (adj.) 5.0 12.3 6.3 9.1
Financing (225.7) (232.2) (232.2) (232.2) EPS 5.1 12.3 6.3 9.1
Dividend payments (217.8) (232.2) (232.2) (232.2)

Issue of shares (2.8) 0.0 0.0 0.0 Leverage

Proceeds from borrowings 5.7 0.0 0.0 0.0 Debt to total capital 0.0 0.0 0.0 0.0
Loan repayment 0.0 0.0 0.0 0.0 Debt to equity 0.0 0.0 0.0 0.0
Others/interest paid (10.9) 0.0 0.0 0.0 Net debt/(cash) to equity (29.7) (36.1) (36.4) (36.5)
Net cash inflow (outflow) (126.0) 215.8 58.8 66.5

Beginning cash & cash equivalent 928.7 807.9 1,023.7 1,082.5

Changes due to forex impact 5.2 0.0 0.0 0.0

Ending cash & cash equivalent 807.9 1,023.7 1,082.5 1,149.0

Refer to last page for important disclosures.
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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.

Copyright 2022, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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