
  

Monday ,  22  Augus t  2022

20 Refer to last page for important disclosures. 

R e g i o n a l  M o r n i n g  N o t e s  

 

COMPANY RESULTS  BUY 

(Maintained) 
Share Price RM2.86
Target Price RM3.40
Upside +18.9%
  

COMPANY DESCRIPTION 
Inari is the largest semiconductor company in 
Malaysia and a top OSAT supplier for 
Broadcom's Radio Frequency (RF) 
components. It also manufactures and 
assembles optoelectronics and fibre-optics 
related components. 

STOCK DATA 
GICS sector Information Technology
Bloomberg ticker: INRI MK
Shares issued (m): 3,709.5
Market cap (RMm): 10,609.3
Market cap (US$m): 2,369.4
3-mth avg daily t'over (US$m): 6.3

Price Performance (%) 
52-week high/low RM4.25/RM2.39

1mth 3mth 6mth 1yr YTD
9.6 13.0 (10.6) (15.9) (28.5)

Major Shareholders %
Insas Berhad 14.0
Kumpulan Wang Persaraan 9.5
Employees Provident Fund 8.9

FY23 NAV/Share (RM) 0.69
FY23 Net Cash/Share (RM) 0.51
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Inari Amertron (INRI MK) 
 

FY22: In Line; Commendable Profit Thanks To Forex Gains 
Results are within expectations. Inari’s core net profit recorded its eighth consecutive 
yoy earnings growth thanks to forex gains. Inari is trading at an attractive 19.6x ex-cash 
FY23F PE (-1SD below its five-year mean PE), notwithstanding the enormous growth 
potential from its new venture and M&A activities which could uplift its market cap to 
strengthen its FBMKLCI constituent position. We fine-tune our FY23-25 earnings by 1-
2% after model updates. Maintain BUY. Target price: RM3.40.  

4QFY22 RESULTS  
Year to 30 Jun (RMm) 4QFY22 qoq % chg yoy % chg FY22 yoy % chg
Revenue 336.2  (6.7) (7.0) 1,547.9 8.3 
Gross profit 99.4  (9.7) (11.0) 473.8 11.8 
EBITDA 127.0  (3.8) 6.0 548.2 20.3 
Operating profit 108.8  5.4  16.3 447.2 26.7 
Pre-tax profit 108.0  4.8  15.6 446.1 26.6 
Net Profit 86.2  (4.7) (2.4) 390.9 18.3 
Core Net Profit 89.7  (0.2) 1.0 393.7 19.8 
      

Margins (%) (%) qoq ppt chg yoy ppt chg (%) yoy ppt chg
Gross 29.6  (1.0) (1.4) 30.6 0.9 
EBITDA 37.8  1.1  4.6 35.4 3.5 
PBT 32.1  3.5  6.3 28.8 4.2 
Core Net Profit 26.7  1.7  2.1 25.4 2.4 

Source: Inari, UOB Kay Hian 

RESULTS 
• Within expectations. Inari Amertron (Inari) reported 4QFY22 core net profit of RM89.7m (-

1% qoq, +1% yoy) bringing FY22 core net profit to RM393.7m (+20%), which accounts for 
102%/100% of our/consensus full-year forecasts. The ytd DPS of 10.0 sen (after the fourth 
DPS of 2.2sen) was also within expectations.  

• FY22 sales rose 8% yoy, predominantly driven by its radio frequency (RF) segment (+8% 
yoy) on higher utilisation of its system-in-package (SiP) assembly lines for RF. Meanwhile, 
sales in both the optoelectronics and generic chips segments also improved by 8% yoy and 
17% yoy respectively. With a better product mix alongside higher forex gains (realised: 
FY22’s +RM21m vs FY21’s -RM13.0m), EBIT increased by a larger 27% yoy.  

• For 4QFY22, while revenue dropped 7% yoy (on slower growth across all segments) and 
qoq (on weaker seasonality), core net profit remained flat thanks to higher forex gains 
(realised: 4QFY22’s RM16.1m vs 3QFY22’s RM2.2m). 

 
KEY FINANCIALS 
Year to 30 Jun (RMm) 2021 2022 2023F 2024F 2025F
Net turnover  1,429 1,548 1,753 1,934 2,159
EBITDA  456 550 597 659 735
Operating profit  353 447 486 541 612
Net profit (rep./act.)  330 391 445 495 560
Net profit (adj.)  325 392 445 495 560
EPS (sen) 9.7 10.6 12.0 13.3 15.1
PE (x) 29.4 26.9 23.9 21.5 19.0
P/B (x) 6.9 4.2 4.2 4.1 4.0
EV/EBITDA (x) 19.0 15.7 14.5 13.1 11.8
Dividend yield (%) 3.8 3.5 3.8 4.2 4.8
Net margin (%) 23.1 25.3 25.4 25.6 25.9
Net debt/(cash) to equity (%) (65.8) (78.7) (74.5) (72.8) (71.2)
Interest cover (x) 871.3 531.8 n.a. n.a. n.a.
ROE (%) 25.6 20.2 17.6 19.2 21.3
Consensus net profit  - - 447 494 486
UOBKH/Consensus (x)  - - 0.99 1.00 1.15
Source: Inari Amertron , Bloomberg, UOB Kay Hian 
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STOCK IMPACT 
• First multi-pronged growth strategy; partnering CFTC for OSAT jobs in China. Inari had 

on 18 Oct 21 entered into a non-binding MOU with China Fortune-Tech Capital Co. (CFTC) 
with the intention to set up a JV company in China (CJV) to carry out OSAT manufacturing 
and related businesses in China for the China market. We understand that the CJV will first 
look for a floorspace which is a few times bigger than Amertron Technology Kunshan’s (ATK) 
floorspace (ATK: 100,000sf) to cater for such a venture. Meanwhile, Amertron International 
Limited (AIL), an indirect wholly-owned subsidiary of the company, had on 28 June entered 
into a JV contract with CFTC (Yiwu) Equity Investment Fund Partnership (Limited 
Partnership) and CFTC Equity Investment Management (Beijing) Co., Ltd to bring together 
the strengths and expertise of all parties in carrying out OSAT manufacturing and related 
businesses in China for the China market under a JV company and the JV will enable Inari to 
expand and add onto Inari existing operations in the China market. 

• Note that the JV company will increase its registered capital from Rmb770m to Rmb1,691m 
and AIL will subscribe for such registered capital by utilising the proceeds from the private 
placement that was completed on 30 Jul 21 to become a majority shareholder with 54.5% of 
the enlarged capital in the JV company. The share subscription in the JV company is 
expected to take place progressively starting in the 3Q22 and is expected to be completed in 
1Q23. 

• New business expansion underway at P55 and P34 plants. The new business ventures 
on assembly services related to: a) system on module (SOM), b) transceiver module, c) high 
power LED package, d) new RF DSM SiP package technology and e) advanced embedded 
material are ongoing as planned. For the SOM programme, Inari has started production for 
its first customer, and is in discussions with its second customer for the mass production of 
two products in 2H22. It is also in discussion on design finalisation for its third customer. For 
the optical transceiver modules, the group is exploring the viability of 100Gbps module 
production post the success of 10Gpbs and 20Gbps modules production. For its new 
Memory business, Inari has completed its Request For Quotation in Apr 22 and is planning 
for sample build in Jun22. Meanwhile for the abovementioned c), d), and e) points, which are 
the relatively newer programmes, the group is in midst of machine setup and buy-off, with 
progression expected to be more apparent in 2H22. 

EARNINGS REVISION/RISK 
• Post model updates, we fine-tune our FY23-FY25 earnings by 1-2%. 

VALUATION/RECOMMENDATION 
• Maintain BUY with an unchanged target price of RM3.40, still based on 28.0x FY23F PE 

(near its five-year mean forward). Inari is trading at an attractive 19.6x ex-cash FY23F PE (-
1SD below its five-year mean PE), notwithstanding the enormous growth potential from its 
new venture and M&A activities which could uplift its market cap to strengthen its FBMKLCI 
constituent position.    

ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG) UPDATES 

• Environmental 
- Inari has met the globally recognised standards and has been qualified for inclusion 

into the FTSE4Good Bursa Malaysia Index since 22 Jun 20. 
• Social 

- Only foreign workers with legal work permits are hired, while all employees receive at 
least minimum wages.  

• Governance  
- The company has an Anti-Corruption and Bribery Policy in place which complies with 

all applicable laws, including the MACC Act 2009 (Amendment 2018). No reported 
incidents of corruption or breaches against policy in 2020. 

 

REVENUE BY SEGMENT  
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NET CASH AND NET GEARING  
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Source: Inari, UOB Kay Hian 

FIVE-YEAR FORWARD PE BAND 
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TARGET PRICE SENSITIVITY ANALYSIS 
Valuation PE multiple TP 
+1SD above 5-yr mean PE 32.6x RM3.85 
Average 5-yr mean PE 26.8x RM3.17 
-1SD below 5-yr mean PE 21.0x RM2.48 

Source: Inari, UOB Kay Hian 
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PROFIT & LOSS     
Year to 30 Jun (RMm) 2022 2023F 2024F 2025F

Net turnover 1,548 1,753 1,934 2,159

EBITDA 550 597 659 735

Deprec. & amort. 103 111 118 123

EBIT 447 486 541 612

Associate contributions 0 0 0 0

Net interest income/(expense) (1) 0 0 0

Pre-tax profit 446 486 541 612

Tax (55) (41) (46) (52)

Minorities 0 0 0 0

Net profit 391 445 495 560

Net profit (adj.) 392 445 495 560
 

 BALANCE SHEET     
Year to 30 Jun (RMm) 2022 2023F 2024F 2025F

Fixed assets 500 530 562 589

Other LT assets 9 9 9 9

Cash/ST investment 1,971 1,902 1,895 1,894

Other current assets 415 550 607 677

Total assets 2,895 2,991 3,073 3,170

ST debt 0 0 0 0

Other current liabilities 355 404 437 477

LT debt 0 0 0 0

Other LT liabilities 29 29 29 29

Shareholders' equity 2,505 2,552 2,602 2,659

Minority interest 6 6 5 5

Total liabilities & equity 2,895 2,991 3,073 3,170

     
CASH FLOW     
Year to 30 Jun (RMm) 2022 2023F 2024F 2025F

Operating 504 469 588 653

Pre-tax profit 446 486 541 612

Tax (25) (41) (46) (52)

Deprec. & amort. 103 111 118 123

Working capital changes (32) (86) (25) (31)

Other operating cashflows 13 0 0 0

Investing (88) (150) (150) (150)

Capex (growth) (111) (150) (150) (150)

Investments 0 0 0 0

Proceeds from sale of assets 0 0 0 0

Others 23 0 0 0

Financing 648 (400) (445) (504)

Dividend payments (433) (400) (445) (504)

Issue of shares 1,020 0 0 0

Proceeds from borrowings 0 0 0 0

Loan repayment (2) 0 0 0

Others/interest paid 63 0 0 0

Net cash inflow (outflow) 1,064 (81) (7) (1)

Beginning cash & cash equivalent 897 1,983 1,902 1,895

Changes due to forex impact 10 0 0 0

Ending cash & cash equivalent 1,971 1,902 1,895 1,894
 

      
KEY METRICS     
Year to 30 Jun (%) 2022 2023F 2024F 2025F

     
Growth     
Turnover 8.3 13.3 10.3 11.6

EBITDA 20.7 8.6 10.3 11.6

Pre-tax profit 26.6 9.0 11.3 13.1

Net profit 18.3 13.7 11.3 13.1

Net profit (adj.) 20.7 13.5 11.3 13.1

EPS 9.1 12.7 11.3 13.1

Profitability     
EBITDA margin 35.5 34.1 34.1 34.1

Pre-tax margin 28.8 27.7 28.0 28.3

Net margin 25.3 25.4 25.6 25.9

ROA 16.6 15.1 16.3 17.9

ROE 20.2 17.6 19.2 21.3

     
Leverage     
Debt to total capital 0.0 0.0 0.0 0.0

Debt to equity 0.0 0.0 0.0 0.0

Net debt/(cash) to equity (78.7) (74.5) (72.8) (71.2)

Interest cover (x) 531.8 n.a. n.a. n.a.
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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  
(ii) 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 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
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 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 
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