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TECHNOLOGY

JCY is one of the world's largest precision
engineering manufacturers of HDD
components.
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FY11 Results Review

JCY International

Runaway Share Price Unjustified

JCY posted FY11 core earnings of RM29.9m which beat our previous forecast of
RM3.3m by >100% on a better-than-expected 4QFY11 owing to a higher utilization
rate, but fell behind at 72% of consensus’ full-year estimate. Although it achieved
some improvement in 4QFY11 with its core production facilities in Thailand
unaffected by the recent floods, we are unconvinced by the recent share price
run-up as we still believe that the production disruption at Western Digital (WD)
would drag down total HDD production. Hence, we maintain SELL, at a revised FV
of RM0.41, based on 0.9x FY12 P/NTA.

Back into the black. FY11 revenue stood at RM1.67bn, in line with our forecast of
RM1.63bn but down 18% y-o0-y due to lower average selling prices (ASPs), weaker
shipments and unfavourable USD against RM. After netting off the one-off inventory
writedown of RM15.3m, JCY’s core earnings stood at RM29.9m, down over 83% y-o0-y
but trumping our forecast by >100%, as its operations swung back into the black in
4QFY11 on higher utilization. The 4QFY11 results marked a decent g-o-q improvement
on higher production volume, but still pale in comparison with the 4QFY10 numbers
given the continued pressure on ASP and weakness in USD against RM.

Revising forecasts. Although JCY fared better in 4QFY11 with core earnings of
RM20.4m, we are not convinced by the recent share price run-up. While its core facilities
in Thailand are unscathed by the recent floods, we are adamant that the production
disruption at WD would drag down total HDD production volume. Meanwhile, the
mitigating factors are a potential increase in orders from Seagate —another HDD giant —
which escaped the Thai floods relatively unscathed, and a possible slight rise in
component prices. However, we feel that both are unlikely to fully offset the production
gap created by WD in the near term. Hence, we are tweaking our FY12 revenue lower
by 4% on lower unit sales, while our EPS is revised higher by 20% on better unit
margins given the low base. We are also introducing our FY13 numbers.

SELL. Although we believe JCY is in a better position compared with peers as its Thai
facilities are running at full speed at this juncture, we think the company is unlikely to be
shielded from the overall lower HDD volume. The stock’s currently rich valuation at a
FY12 PER of 17.4x following the recent share price run-up provides a good opportunity
to cash out. Hence, we maintain SELL at a revised FV of RM0.41, based on 0.9x FY12
P/NTA (from 0.7x previously and at a 30% premium to its peers as its Thai production is
intact).

FYE Sept (RMm) FYQ9 FY10 FYll Fy12f FY13f
Revenue 1758.1 20334 16714 1797.0 1853.2
Net Profit 207.3 173.8 146 89.3 104.6
% chg y-0-y 2.2 -16.2 -91.6 585.4 17.2
Consensus 95.1 126.8
EPS 10.1 8.5 0.7 4.4 5.1
DPS 0.0 4.7 0.0 1.7 2.0
Dividend yield (%) 0.0 6.1 0.0 2.3 2.7
ROE (%) 258 199 1.6 9.6 105
ROA (%) 142 118 1.1 6.2 7.4
PER (x) 7.5 8.9 106.8 174 14.9
BV/share 0.39 0.43 0.43 0.46 0.49
P/BV (x) 1.9 1.8 1.8 1.7 1.6
EV/EBITDA (x) 51 6.3 141 7.7 6.7
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Results Table (RMm)

FYE Sept

Revenue

EBIT

Net interest
expense
Associates
PBT

Tax

MI

Net profit
Core net profit

Core EPS
DPS

EBIT margin
NTA/Share

4Q11

439.9

27.2
-0.7

0.0
26.4

0.0
0.0
26.4
26.4

1.3
0.0
6.2%
0.43

3011

395.2

-30.8
-1.0

0.0
-31.8

-0.1
0.0
-31.9
-16.5

-0.8
0.0
-7.8%
0.42

Q-0-Q chg

11.3%

-188.3%
-26.0%

-183.2%

-100.0%

-183.0%
-260.0%

YTDFY11 YTDFY10

1671.4

19.2
-4.5

0.0
14.7

-0.2
0.0
14.6
29.9

15
0.0
1.1%
0.43

2044.6

192.0
-7.7

0.0
184.3

-7.9
0.0
176.4
176.4

8.6
4.7
9.4%
0.43

Y-0-Y chg

-18.3%

-90.0%
-42.0%

-92.0%

-97.8%

-91.7%
-83.1%

Comments

FY11 numbers contracted sharply y-0-y due to
weaker demand for PCs and notebooks amid
uncertainty on the global economic front

On a quarterly basis, 4QFY11 numbers swung
back into the black from being in the red in 3QFY11
as its utilization rate most likely improved in our
view

Inventory write-down of RM15.3m recorded in
3QFY11
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EARNINGS FORECAST

FYE Sept (RMm) FY09 FY10 FY11 FY12f FY13f
Turnover 1758.1 2033.4 1671.4 1797.0 1853.2
EBITDA 295.7 282.2 119.6 209.7 231.0
PBT 205.9 180.6 14.7 92.5 108.4
Net Profit 207.3 173.8 14.6 89.3 104.6
EPS 10.1 8.5 0.7 4.4 5.1
DPS 0.0 4.7 0.0 1.7 2.0
Margin

EBITDA (%) 16.8 13.9 7.2 11.7 12.5
PBT (%) 11.7 8.9 0.9 5.1 5.9
Net Profit (%) 11.8 8.5 0.9 5.0 5.6
ROE (%) 25.8 19.9 1.6 9.6 10.5
ROA (%) 14.2 11.8 1.1 6.2 7.4
Balance Sheet

Fixed Assets 663.0 773.1 722.8 708.2 689.9
Current Assets 798.1 696.5 658.8 724.7 715.1
Total Assets 1461.1 1469.6 1381.6 1432.9 1404.9
Current Liabilities 652.9 507.3 483.2 409.3 318.5
Net Current Assets 145.2 189.2 175.6 3154 396.5
LT Liabilities 5.5 89.0 11.9 89.0 89.0
Shareholders Funds 802.7 873.2 886.5 934.6 997.4
Net Gearing (%) Net cash 24.2 14.8 6.0 Net cash
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OSK Research Guide to Investment Ratings

: Share price may exceed 10% over the next 12 months

: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain

: Share price may fall within the range of +/- 10% over the next 12 months

: Target price has been attained. Look to accumulate at lower levels

: Share price may fall by more than 10% over the next 12 months

: Stock is not within regular research coverage

All research is based on material compiled from data considered to be reliable at the time of writing. However, information and opinions expressed will be
subject to change at short notice, and no part of this report is to be construed as an offer or solicitation of an offer to transact any securities or financial
instruments whether referred to herein or otherwise. We do not accept any liability directly or indirectly that may arise from investment decision-making
based on this report. The company, its directors, officers, employees and/or connected persons may periodically hold an interest and/or underwriting
commitments in the securities mentioned.

Distribution in Singapore

This research report produced by OSK Research Sdn Bhd is distributed in Singapore only to "Institutional Investors", "Expert Investors" or "Accredited
Investors" as defined in the Securities and Futures Act, CAP. 289 of Singapore. If you are not an "Institutional Investor", "Expert Investor" or "Accredited
Investor", this research report is not intended for you and you should disregard this research report in its entirety. In respect of any matters arising from,
or in connection with, this research report, you are to contact our Singapore Office, DMG & Partners Securities Pte Ltd ("DMG").

All Rights Reserved. No part of this publication may be used or re-produced without expressed permission from OSK Research.

Published by OSK Research Sdn. Bhd., 6th Floor, Plaza OSK, Jalan Ampang, 50450 Kuala Lumpur
Printed by Xpress Print (KL) Sdn. Bhd., No. 17, Jalan Lima, Off Jalan Chan Sow Lin, 55200 Kuala Lumpur

OSK RESEARCH SDN. BHD. (206591-V)

(A wholly-owned subsidiary of OSK Investment Bank Berhad)

Malaysia Research Office
OSK Research Sdn. Bhd.
6" Floor, Plaza OSK
Jalan Ampang
50450 Kuala Lumpur
Malaysia
Tel : +(60) 3 9207 7688
Fax: +(60) 3 2175 3202

PT OSK Nusadana
Securities Indonesia
Plaza CIMB Niaga,
14" Floor,

JI. Jend. Sudirman Kav. 25,
Jakarta Selatan 12920
Indonesia
Tel : (6221) 2598 6888
Fax : (6221) 2598 6777

OSK Securities
Hong Kong Ltd.
12" Floor,
World-Wide House
19 Des Voeux Road
Central, Hong Kong
Tel : +(852) 2525 1118
Fax : +(852) 2810 0908

OSK (China) Investment
Advisory Co. Ltd.
Room 6506, Plaza 66
No0.1266, West Nan Jing Road
200040 Shanghai
China
Tel : +(8621) 6288 9611
Fax : +(8621) 6288 9633

OSK Securities (Thailand) PCL
191, Silom Complex Building
16th Floor, Silom Road,Silom,

Bangrak, Bangkok 10500
Thailand
Tel: +(66) 2200 2000
Fax: +(66) 2632 0191

DMG & Partners
Securities Pte. Ltd.

10 Collyer Quay
#09-08 Ocean Financial Centre
Singapore 049315
Tel : +(65) 6533 1818
Fax : +(65) 6532 6211

OSK Indochina Securities Limited
No. 1-3, Street 271,
Sangkat Toeuk Thla, Khan Sen Sok,
Phnom Penh,

Cambodia
Tel: (855) 23 969 161
Fax: (855) 23969 171



