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FIT Hon Teng (6088 HK)

Positive on the acquisition of Germany automotive
component supplier; Reiterate BUY

We spoke to FIT’'s mgmt. following its announcement that its wholly-owned
subsidiary FIT Singapore will fully acquire Germany-based automotive
component company, Prettl SWH Group (“Prettl”), for EUR186.6mn (6.0 times of
FY22E EBITDA). The deal is targeted to close by 2Q23E, and the deal value
accounts for 23% of FIT's 1H22 cash. We estimate the acquisition is likely to
increase FIT’s topline by 7-8% and EPS by 3-4% in FY24E. Prettl is specialized
in automotive sensor cables, wiring harness and power management products.
We believe Prettl’'s product portfolio and established client base will accelerate
FIT’s strategic expansion into automotive market, and it will also be positive to
FIT’s “3+3 Strategy” initiatives (EV, 5G AloT, Audio), which will become the major
growth drivers in FY23-24E. Reiterate BUY. Our TP/estimates are under review.

B Prettl SWH will serve as a positive addition to FIT’s automotive product
portfolio. We believe Prettl’'s expertise in automotive cable solutions, sensor
technologies, wiring harnesses and power management products align well
with FIT’s automotive business. Prettl is well recognized by global tier-one
clients from Europe, the US, Korea and China. Prettl SWH has 13 factories
globally for automotive cable and component product production. We believe
that FIT’s acquisition of Prettl will lead to positive synergy in terms of stronger
product portfolio, client base expansion, and global manufacturing & product
development resources.

B Total deal valueis EUR 186.6mn (6x FY22E EBITDA); Expect profitability
to improve post pandemic. Total cost of the deal is EUR 186.6mn, which is
approximately equal to 6x annualized Prettl's FY22E EBITDA. In 2020/21,
Prettl’s revenue reached EUR318.5mn/351.2mn and net profit after tax was
EURO.1mn/ (0.236mn) given COVID-19 impact. Mgmt. expected its financial
performance will improve in 2023/24E, and the deal will be likely to close in
2Q23E if related procedures go smoothly. The deal value accounts for 23%
of FIT's 1H22 cash, and we estimate the acquisition is likely to increase FIT’s
revenue by 7-8% and EPS by 3-4% in FY24E.

B Reiterate BUY; Our FY22-24E EPS are 15-28% above consensus. We
believe the deal is positive for FIT with anticipation of accelerated expansion
into EV component market. EV segment accounted for 3% of 3Q22 revenue,
and we estimate the acquisition will boost EV segment to reach 10-11% of
FY24E revenue. Our FY22-24E EPS are 15-28% above consensus. Trading
at 9.0x/8.1x FY22/23E P/E, we think risk-reward remains extremely attractive.
Reiterate BUY. We are reviewing our estimates.

Earnings Summary

(YE 31 Dec) FY20A FY21A FY22E FY23E FY24E
Revenue (US$ mn) 4,315 4,490 4,578 4,998 5,504
YoY growth (%) (1.3) 4.1 2.0 9.2 10.1
Net profit (US$ mn) 42.6 136.8 183.0 206.6 231.2
YoY growth (%) (81.8) 2213 33.8 12.9 11.9
EPS (Reported) (US$ cents) 0.64 2.04 2.63 2.96 3.32
Consensus EPS (US$ cents) na na 2.20 2.30 2.80
P/E (x) 42.0 13.1 10.2 9.0 8.1
P/B (x) 0.8 0.7 0.7 0.7 0.6
Yield (%) 0.5 1.7 2.2 2.4 2.7
ROE (%) 2.0 6.0 7.4 7.9 8.3

Source: Company data, Bloomberg, CMBIGM estimates
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Figure 1: P&L forecast

US$ mn FY19 FY20 FY21  FY22E  FY23E  FY24E
Revenue 4,372 4,315 4,490 4,578 4,998 5,504
...YoY 9.2% -1.3% 4.1% 2.0% 9.2% 10.1%
Cost of sales (3,618) (3,735) (3,817) (3,855) (4,207) (4,627)
Gross profit 754 580 673 723 791 877
GPM (%) 17% 13% 15% 16% 16% 16%
...YoY 6.5% -23.1% 16.1% 7.5% 9.4% 10.8%
SG&A (269) (230) (266) (252) (270) (300)
...% of rev -6.2% -5.3% -5.9% -5.5% -5.4% -5.5%
R&D (250) (235) (301) (298) (325) (358)
...% of rev 5.7% -5.4% -6.7% -6.5% -6.5% -6.5%
Operating profit 275 125 177 220 246 274
OPM (%) 6.3% 2.9% 3.9% 4.8% 4.9% 5.0%
...YoY -10.8% -54.7% 41.6% 24.4% 12.1% 11.2%
Net profit 235 43 138 182 205 230
NPM (%) 5.4% 1.0% 3.1% 4.0% 4.1% 4.2%
...YoY 0.6% -81.9% 223.8% 32.1% 12.9% 11.9%
Source: Company data, CMBIGM estimates
Figure 2: Revenue breakdown
US$ mn FY21 FY22E FY23E FY24E
Computing 880,770 819,116 860,072 903,076
...YoY -7% 5% 5%
Smartphones 1,253,290 1,416,218 1,487,029 1,561,380
...YoY 13% 5% 5%
Networking 894,110 759,994 835,993 944,672
...YoY -15% 10% 13%
EV Mobility 133,600 160,320 200,400 260,520
...YoY 20% 25% 30%
Systems Products 1,099,230 1,242,130 1,428,449 1,642,717
...YoY 13% 15% 15%
Others 200,210 180,189 185,595 191,163
...YoY -10% 3% 3%
Total 4,490,215 4,577,966 4,997,537 5,503,527
...YoY 2.0% 9.2% 10.1%

‘Source: Company data, CMBIGM estimates
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Financial Summary

INCOME STATEMENT 2023E 2024E
YE 31 Dec (US$ mn)

Revenue 4,372 4,315 4,490 4,578 4,998 5,504
Cost of goods sold (3,618) (3,735) (3,817) (3,855) (4,207) (4,627)
Gross profit 754 580 673 723 791 877
Selling expense (111) (97) (105) (101) (110) (124)
Admin expense (159) (134) (161) (151) (160) (176)
R&D expense (250) (235) (301) (298) (325) (358)
Others 39 11 70 46 50 55
Operating profit 275 125 177 220 246 274
Share of (losses)/profits of associates/JV 2) 9) (8) 4) 4) (4)
Interest expense ) 1 2) 1) 1 2
Pre-tax profit 266 117 167 215 243 272
Income tax (33) (74) (31) (32) (36) (41)
Minority interest 2) 0 1) 1 1 1
Net profit 233 43 137 183 207 231
BALANCE SHEET 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec (US$ mn)

Current assets 2,742 2,848 3,034 2,993 3,447 3,605
Cash & equivalents 892 766 769 833 894 1,028
Account receivables 930 872 1,033 909 1,211 1,123
Inventories 703 944 982 1,002 1,093 1,204
ST bank deposits 118 126 98 98 98 98
Non-current assets 1,665 1,791 1,973 2,016 2,049 2,071
PP&E 566 728 823 867 900 921
Deferred income tax 115 135 133 133 133 133
Investment in JVs & assos 22 24 172 172 172 172
Intangibles 745 709 634 634 634 634
Other non-current assets 218 195 211 211 211 211
Total assets 4,407 4,639 5,007 5,009 5,496 5,676
Current liabilities 1,662 1,790 1,937 1,797 2,122 2,121
Short-term borrowings 494 604 690 635 675 720
Account payables 1,086 1,032 1,138 1,053 1,338 1,292
Tax payable 63 129 94 94 94 94
Other current liabilities 20 26 15 15 15 15
Non-current liabilities 668 659 674 674 674 674
Long-term borrowings 574 575 576 576 576 576
Obligations under finance leases 23 29 46 46 46 46
Other non-current liabilities 71 55 52 52 52 52
Total liabilities 2,330 2,449 2,611 2,470 2,796 2,795
Share capital 134 135 139 139 139 139
Other reserves 2,025 2,145 2,348 2,490 2,650 2,829
Total shareholders equity 2,077 2,190 2,396 2,539 2,700 2,881
Minority interest 11 3 1 2 3 5
Total equity and liabilities 4,407 4,639 5,007 5,009 5,496 5,676

CASH FLOW 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec (US$ mn)

Operating

Profit before taxation 266 117 167 215 243 272
Depreciation & amortization 255 241 146 156 167 178
Tax paid (74) (39) (31) (32) (36) (41)
Change in working capital (169) (279) (93) 20 (108) (70)
Others 34 74 (104) 1 1) 2)
Net cash from operations 313 115 85 360 265 338
Investing

Capital expenditure (240) (335) (241) (200) (200) (200)
Acquisition of subsidiaries/ investments 0 0 0 0 0 0
Others (178) (21) 461 12 13 15
Net cash from investing (417) (356) 220 (188) (187) (185)
Financing

Dividend paid (59) 0 (30) (40) (45) (51)
Net borrowings 0 0 86 (55) 40 45
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Proceeds from share issues 0 0 0 0 0 0
Share repurchases (26) (1) 0 0 0 0
Others 20 73 65 (13) (13) (13)
Net cash from financing (64) 71 120 (108) (18) (18)
Net change in cash

Cash at the beginning of the year 1,065 892 766 769 833 894
Exchange difference 4) 43 0 0 0 0
Cash at the end of the year 892 766 769 833 894 1,028
GROWTH 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec

Revenue 9.2% (1.3%) 4.1% 2.0% 9.2% 10.1%
Gross profit 6.5% (23.1%) 16.1% 7.5% 9.4% 10.8%
Operating profit (10.8%) (54.7%) 41.6% 24.4% 12.1% 11.2%
Net profit 0.3% (81.8%) 221.3% 33.8% 12.9% 11.9%
PROFITABILITY 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec

Gross profit margin 17.2% 13.4% 15.0% 15.8% 15.8% 15.9%
Operating margin 6.3% 2.9% 3.9% 4.8% 4.9% 5.0%
Return on equity (ROE) 11.6% 2.0% 6.0% 7.4% 7.9% 8.3%
GEARING/LIQUIDITY/ACTIVITIES 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec

Current ratio (x) 1.6 1.6 1.6 1.7 1.6 1.7
Receivable turnover days 77.7 73.7 84.0 725 88.4 74.5
Inventory turnover days 70.9 92.3 93.9 94.8 94.9 95.0
Payable turnover days 109.6 100.8 108.8 99.7 116.1 101.9
VALUATION 2019A 2020A 2021A 2022E 2023E 2024E
YE 31 Dec

P/E 121 55.1 134 na na na
P/B 1.3 11 0.8 na na na
Div yield (%) 0.0 39.9 164.4 na na na

Note: The calculation of net cash includes financial assets. Source: Company data, CMBIGM estimates
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Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst in
this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve as
an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIGM
does not provide individually tailored investment advice. This report has been prepared without regard to the individual inve stment objectives, financial position
or special requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the
report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the
performance of underlying assets or other variable market factors. CMBIGM recommends that investors should independently evaluate particular investments
and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM
or its affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in
securities or enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be
liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone
making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable.
CMBIGM has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides
the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM may issue other
publications having information and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical
methods when compiling. CMBIGM may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or
on behalf of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships with
the companies in this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this report
and CMBIS will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be reproduced,
reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended from time to time)(“The Order”) or (ll) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Comp anies, Unincorporated Associations,
etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is not subject to U.S. rules regarding the preparation of research reports
and the independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified
as a research analyst with the Financial Industry Regulatory Authority (“FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules
intended to ensure that the analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is
intended for distribution in the United States solely to "major US institutional investors”, as defined in Rule 15a-6 under the US, Securities Exchange Act of
1934, as amended, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this report
by its acceptance hereof represents and agrees that it shall not distribute or provide this report to any other person. Any U.S. recipient of this report wishing to
effect any transaction to buy or sell securities based on the information provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined
in the Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute reports produced by its
respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations.
Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities
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