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AAC issued a profit warning for 1Q20, stating that its 1Q20 net profit will decline 
85-90% YoY to Rmb 43mn-63mn, significantly below our/consensus estimates 
of Rmb 339mn/413mn, mainly due to 1) production suspension on CONV-19 
outbreak, 2) seasonal pricing pressure, 3) weak smartphone demand, 4) higher 
expenses for work resumption arrangements. Despite normal production 
recovery since mid-March, AAC expects end demand will remain uncertain for 
rest of 2020, which echoes our cautious view on product launch delay, demand 
weakness and margin erosion ahead. We also expect no upgrade in 
haptics/acoustics for 2H20E iPhones. Our FY20/21E EPS are 32%/22% below 
consensus. Maintain Sell and lowered TP to HK$ 29.0 based on 18x FY20E P/E. 

 1Q20 worse than feared on margin pressure and share loss. In addition to 
less working days on CONV-19 impact, we believe AAC’s 1Q20 miss was a 
results of 1) GPM erosion in acoustics/haptics, 2) share loss to Luxshare, and 
3) casing ASP/margin pressure. In contrast to Luxshare’s pre-announced 1Q 
with 55-60% YoY NP growth, AAC issued a profit warning with 85-90% YoY 
NP decline, which implies downside to market’s positive view on AAC’s 
stablising haptics/acoustics market share and positive optics progress. 

 Optics remains too small to move the needle. We think optics is the 
only bright spot for AAC, as mgmt. maintained bullish guidance to achieve 
100kk/m plastic lens shipment by Jul 2020 (vs 45kk/m in 4Q19) and 6P/7P 
shipment will start in 3Q20E. While we are encouraged by AAC’s optics 
positive progress, we think shipment/ASP guidance seems too aggressive 
given Sunny/Q-tech’s conservative view and order uncertainty in 2H20E. 

 Our FY20/21E EPS are 32%/22% below consensus. We trimmed our 
FY20-22E EPS by 4-19% to reflect higher margin pressure and continued 
demand weakness into 2H20E. We estimate net profit to grow -18%/-
7%/+1% YoY in 2Q/3Q/4Q20E, driven by 1) more intense competition in 
acoustics/haptics, 2) slower optics ASP/shipment ramp, and 3) lack of 
major acoustics/haptics upgrade in 2H20 iPhone. 

 Maintain Sell and reduced TP to HK$29.0 (31% downside). We expect 
more earnings downside following 1Q20E miss and uncertainty of new 
iPhone launch timeline. Our new TP of HK$29.0 is based on same target 
multiple of 18x FY20E P/E. Upside risks include stronger lens, better iPhone 
and less margin pressure.  

Earnings Summary 

(YE 31 Dec) FY18A FY19A FY20E FY21E FY22E 

Revenue (RMB mn) 18,131 17,884 16,456 19,424 20,928 

YoY growth (%) (14.1) (1.4) (8.0) 18.0 7.7 

Net income (RMB mn) 3,796 2,222 1,751 2,594 2,881 

EPS (RMB) 3.12 1.84 1.45 2.14 2.38 

YoY growth (%) (28.5) (41.1) (21.2) 48.1 11.1 

Consensus EPS (RMB) NA NA 2.14 2.70 3.09 

P/E (x) 11.6 20.6 26.2 17.7 15.9 

P/B (x) 2.3 2.3 2.3 2.1 1.9 

Yield (%) 5.0 3.3 2.6 2.0 2.2 

ROE (%) 20.0 11.3 8.7 11.9 12.1 

Source: Company data, Bloomberg, CMBIS estimates

AAC Technologies (2018 HK) 
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Earnings Revision 

Our FY20/21E EPS are 32%/22% below consensus 

We cut our FY20-22E EPS by 4-19% to reflect lower revenue and margin assumptions. 
Our EPS are lower than consensus by 22-32% mainly due to more conservative gross 
margin and revenue estimates for acoustics/haptics/casing segments. 
 

Figure 1: CMBI earnings revisions 

  New Old Change (%) 

RMB mn FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E 

Revenue 16,456 19,424 20,928 18,060 20,321 21,729 -9% -4% -4% 

Gross Profit 4,449 5,607 6,165 5,035 5,901 6,401 -12% -5% -4% 

Operating Profit 1,949 2,843 3,187 2,419 3,010 3,309 -19% -6% -4% 

Net profit 1,751 2,561 2,881 2,161 2,718 2,997 -19% -6% -4% 

EPS (RMB)          1.45          2.12          2.38          1.79           2.25          2.48  -19% -6% -4% 

Gross Margin 27.0% 28.8% 29.4% 27.9% 29.0% 29.4% -0.8 ppt -0.2 ppt 0 ppt 

Operating Margin 11.8% 14.6% 15.2% 13.4% 14.8% 15.2% -1.5 ppt -0.2 ppt 0 ppt 

Net Margin 10.6% 13.2% 13.8% 12.0% 13.4% 13.8% -1.3 ppt -0.2 ppt 0 ppt 

Source: Company data, CMBIS estimates 

Figure 2: CMBI estimates vs consensus 

  CMBI Consensus Diff (%) 

RMB mn FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E 

Revenue 16,456 19,424 20,928 19,724 23,325 23,325 -17% -17% -10% 

Gross Profit 4,449 5,607 6,165 5,749 7,113 7,113 -23% -21% -13% 

Operating Profit 1,949 2,843 3,187 2,918 3,667 3,667 -33% -22% -13% 

Net profit 1,751 2,561 2,881 2,580 3,261 3,261 -32% -21% -12% 

EPS (RMB)          1.45          2.12          2.38          2.14           2.70          2.70  -32% -22% -12% 

Gross Margin 27.0% 28.8% 29.4% 29.1% 30.5% 30.5% -2.1 ppt -1.7 ppt -1.1 ppt 

Operating Margin 11.8% 14.6% 15.2% 14.8% 15.7% 15.7% -2.9 ppt -1.1 ppt -0.5 ppt 

Net Margin 10.6% 13.2% 13.8% 13.1% 14.0% 14.0% -2.4 ppt -0.8 ppt -0.2 ppt 

Source: Bloomberg, CMBIS estimates  

 

Figure 3: Revenue breakdown  
RMB mn FY18 FY19 1Q20E 2Q20E 3Q20E 4Q20E FY20E FY21E FY22E 

Revenue                  

Dynamic components 8,675 8,167 1,042 1,564 2,161 2,045 6,811 7,444 7,813 

MEMS components 814 929 131 249 318 285 983 1,032 1,084 

Haptics & RF 8,073 7,694 815 1,419 1,858 2,706 6,798 7,590 7,685 

Others (incl. optics) 569 1,094 230 421 531 682 1,864 3,358 4,347 

Total 18,131 17,884 2,217 3,652 4,869 5,717 16,456 19,424 20,928 

   
        

Revenue mix          Dynamic components 48% 46% 47% 43% 44% 36% 41% 38% 37% 

MEMS components 4% 5% 6% 7% 7% 5% 6% 5% 5% 

Haptics & RF 45% 43% 37% 39% 38% 47% 41% 39% 37% 

Others (incl. optics) 3% 6% 10% 12% 11% 12% 11% 17% 21% 

           YoY Growth (%)          Dynamic components -9% -6% -45% -11% -5% -9% -17% 9% 5% 

MEMS components -4% 14% -15% 10% 10% 10% 6% 5% 5% 

Haptics & RF -22% -5% -47% -5% -12% 10% -12% 12% 1% 

Others (incl. optics) 63% 92% 22% 29% 64% 97% 70% 80% 29% 

Total -14% -1% -41% -4% -3% 8% -8% 18% 8% 

   
        

Gross profit margin          Dynamic components 37.2% 31.0% 26.0% 26.0% 32.0% 29.5% 29.0% 30.0% 31.0% 

MEMS components 26.6% 27.5% 19.0% 26.0% 30.5% 30.0% 27.7% 28.5% 29.0% 

Haptics & RF 40.6% 29.6% 30.1% 25.4% 29.1% 29.3% 28.5% 30.3% 30.4% 

Others (incl. optics) 4.0% 3.2% 8.0% 10.0% 15.0% 18.0% 14.1% 23.0% 25.0% 

Total 37.2% 28.6% 25.2% 23.9% 28.9% 28.0% 27.0% 28.8% 29.4% 

Source: Company data, CMBIS 
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Figure 4: P&L forecast 
RMB mn FY18 FY19 1Q20E 2Q20E 3Q20E 4Q20E FY20E FY21E FY22E 

Revenue 18,131 17,884 2,217 3,652 4,869 5,717 16,456 19,424 20,928 

…YoY -14.1% -1.4% -40.9% -4.3% -2.8% 7.8% -8.0% 18.0% 7.7% 

Cost of sales (11,388) (12,777) (1,658) (2,779) (3,460) (4,114) (12,011) (13,823) (14,770) 

Gross profit 6,743 5,107 559 874 1,409 1,603 4,445 5,601 6,159 

GPM (%) 37.2% 28.6% 25.2% 23.9% 28.9% 28.0% 27.0% 28.8% 29.4% 

…YoY -22.7% -24.3% -50.5% -8.5% -5.0% 4.1% -13.0% 26.0% 10.0% 

   
 

  
  

   

SG&A (966) (918) (182) (176) (214) (307) (879) (1,010) (1,088) 

…% of rev -5.3% -5.1% -8.2% -4.8% -4.4% -5.4% -5.3% -5.2% -5.2% 

R&D (1,512) (1,717) (310) (402) (419) (486) (1,617) (1,748) (1,884) 

…% of rev -8.3% -9.6% -14.0% -11.0% -8.6% -8.5% -9.8% -9.0% -9.0% 
Operating 
profit 

4,265 2,472 67 296 776 810 1,949 2,843 3,187 

OPM (%) 23.5% 13.8% 3.0% 8.1% 15.9% 14.2% 11.8% 14.6% 15.2% 

…YoY -29.9% -42.0% -86.3% -16.4% -6.3% 1.1% -21.2% 45.9% 12.1% 

   
 

  
  

   

Net profit 3,796 2,222 62 277 648 765 1,751 2,561 2,881 

NPM (%) 20.9% 12.4% 2.8% 7.6% 13.3% 13.4% 10.6% 13.2% 13.8% 

…YoY -28.7% -41.5% -85.8% -17.9% -6.9% 1.0% -21.2% 46.2% 12.5% 

Source: Company data, CMBIS 

 

 Valuation  

Maintain Sell with new TP HK$29.0 (31% downside) 

We maintain Sell for our cautious view on iPhone launch delay, optics guidance and 

order uncertainty. Although recent 40% correction have reflected 1H20 weakness and 

COVID-19 supply impact, we believe there is still downside on consensus earnings due 

to product launch delays and demand weakness. Our new TP of HK$29.0 is based on 

same 18x FY20E P/E. Upside risks include stronger lens, better iPhone and better GPM.   

Figure 5: 12M forward P/E band 

 

Source: Company data, CMBIS 

Figure 6: 12M forward P/B band 

 
Source: Company data, CMBIS 
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Financial Summary 

Income statement             Cash flow summary           

YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E   YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E 

 Revenue  18,131 17,884 16,456 19,424 20,928   Profit before taxation 4,310 2,552 2,010 2,910 3,274 

 COGS  (11,388) (12,777) (12,011) (13,823) (14,770)   Depreciation 1,750 1,803 2,003 2,203 2,403 

 Gross profit  6,743 5,107 4,445 5,601 6,159   Change in working capital 1,149 (627) 957 (2,396) 1,844 

              Others (420) (85) (27) (67) (128) 

Selling and marketing  (317) (275) (263) (330) (356)   Net cash from operating 6,789 3,644 4,944 2,650 7,394 

Administrative  (650) (643) (615) (680) (732)      
    

R&D  (1,512) (1,717) (1,617) (1,748) (1,884)   Capex (2,941) (3,000) (2,800) (2,800) (2,800) 

 Operating profit  4,265 2,472 1,949 2,843 3,187   Other (658) 68    

              Net cash from investing  (3,599) (2,932) (2,800) (2,800) (2,800) 

 Financial cost  (218) (248) (248) (248) (248)      
    

 Other income/(losses)  264 329 310 315 335   Net borrowings (555) 0 0 0 0 

 Pre-tax profit  4,310 2,552 2,010 2,910 3,274   Interest paid (216) (248) (248) (248) (248) 

              Dividend paid (2,182) (1,531) (1,206) (896) (1,008) 

 Tax  (514) (330) (259) (349) (393)   Other (294) 0 0 0 0 

 Minority interest  - - - - -   Net cash from financing  (3,247) (1,779) (1,455) (1,145) (1,256) 

 Net profit  3,796 2,222 1,751 2,561 2,881      
    

         Net change in cash (57) (1,068) 690 (1,295) 3,337 

         Cash at beg of year 4,034 4,059 2,991 3,681 2,386 

         Exchange difference 81 0 0 0 0 

         Cash at end of year 4,059 2,991 3,681 2,386 5,723 

             
                          

Balance sheet             Key ratios           

YE 31 Dec (RMB mn) FY18A FY19A FY20E FY21E FY22E   YE 31 Dec FY18A FY19A FY20E FY21E FY22E 

Current assets 11,985 11,918 10,400 13,631 13,895   Sales mix (%) 
 

    

Cash & equivalents 4,126 2,991 3,681 2,386 5,723   Dynamic components 47.8 45.7 41.4 38.3 37.3 

Trade and other rev. 4,474 6,930 3,650 8,505 4,713   MEMS (microphone) 4.5 5.2 6.0 5.3 5.2 

Inventories 3,319 1,931 3,005 2,676 3,394   Electro. (haptics) 44.5 43.0 41.3 39.1 36.7 

Other current assets 65 65 65 65 65  Other 3.1 6.1 11.3 17.3 20.8 

                         

Non-current assets 17,884 19,080 19,877 20,474 20,870  Growth (%)           

PPE 15,440 16,637 17,433 18,030 18,426   Revenue (14.1) (1.4) (8.0) 18.0 7.7 

Lease prepayments 622 622 622 622 622   Gross profit (22.7) (24.3) (13.0) 26.0 10.0 

Intangible assets 367 367 367 367 367   Operating Income (29.9) (42.0) (21.2) 45.9 12.1 

Other non-curr. assets 1,455 1,455 1,455 1,455 1,455   Net profit (28.7) (41.5) (21.2) 46.2 12.5 

Total assets 29,869 30,998 30,277 34,105 34,765               

              Profitability (%)           

Current liabilities 8,317 8,754 7,489 9,652 8,439   Gross Margin 37.2 28.6 27.0 28.8 29.4 

Short-term borrowings 3,493 3,493 3,493 3,493 3,493   Operating Margin 23.5 13.8 11.8 14.6 15.2 

Trade & other payables 4,548 4,989 3,739 5,868 4,639   Net margin 20.9 12.4 10.6 13.2 13.8 

Tax payables 205 202 186 219 236               

Other current liabilities 71 71 71 71 71   Balance sheet ratios           

              Net debt/total equity (x) 0.1 0.1 0.1 0.2 0.0 

Non-current liabilities 2,618 2,618 2,618 2,618 2,618   Current ratio (x) 1.4 1.4 1.4 1.4 1.6 

Government grants 118 118 118 118 118   Receivable turnover days 88 90.0 90.0 90.0 90.0 

Deferred tax liabilities 72 72 72 72 72   Inventory turnover days 89 75.0 75.0 75.0 75.0 

Other non-current liab. 2,429 2,429 2,429 2,429 2,429   Payable turnover days 85 70.0 70.0 70.0 70.0 

Total liabilities 10,935 11,373 10,107 12,270 11,057               

              Returns (%)           

Share capital 99 99 99 99 99   ROE 20.0 11.3 8.7 11.7 12.2 

Reserves 18,835 19,527 20,072 21,736 23,609   ROA 12.7 7.2 5.8 7.5 8.3 

Minority interest                        

Shareholders' equity 18,934 19,626 20,170 21,835 23,708   Per share data (RMB)           

Total equity & liabilities 29,869 30,998 30,277 34,105 34,765  EPS 3.12 1.84 1.45 2.12 2.38 

       DPS 1.79 1.27 1.00 0.74 0.83 

Source: Company data, CMBIS 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.  

 

CMBIS 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 CMBIS 

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

 

CMB International Securities Limited (“CMBIS”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned subsidiary 
of China Merchants Bank)  
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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 CMBIS, solely for the purpose of supplying information to the clients of 
CMBIS 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 
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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. CMBIS has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or 
correctness. CMBIS provides the information, advices and forecasts on an "AS IS" basis.  The information and contents are subject to change 
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CMBIS 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 CMBIS 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 CMBIS 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 
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For recipients of this document in the United Kingdom 
This report has been provided only to persons (I)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) 
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