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Razer (1337 HK)

FY21 result is solid. All eyes on progress of
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: : : Target Price HK$2.82
prlvatlzatlon (Previous TP HK$2.82)
Up/Downside +16.0%

Razer announced FY21 results. Full year revenue of US$1.6bn, 33% YoY, in-line Current Price HK$2.43

with our estimate (+3% diff.) and higher than consensus (+8% diff.). NP to
shareholders was US$46.2mn, which missed our/consensus estimate by 8%/13%
due to industry-wide supply chain and logistics challenges. We think Razer will
continue to outperform its peers in 2022 given its competitive position in
peripherals, large user base (178mn users with 44% YoY growth) and strong
growth in service business. As the privatization is still in process, we maintain our
TP of HK$2.82 and HOLD rating.

Expect FY22 revenue growth to outperform peers. FY21 revenue of
US$1.6bn was higher than our/consensus estimate by 2.7%/7.7% YoY. Full
year rev. growth of 33% was largely driven by strong demand in 1H21 during
the pandemic, market share increase for Hardware, and continuous
expansion of channels and content for the services business. 2H21 rev grew
13.1% vs. 68.0% in 1H21 due to unusual seasonality caused by the pandemic.
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We think FY22E growth will slow down due to high base and macro Stock Data
uncertainties. We estimate FY22E rev growth will be 14.5%, which still Mkt Cap (HK$ mn) 21,286
outgrows its peripheral peers (Logitech’s revenue FY22E guidance: 2-5% YoY Avg 3 mths Vo (HKS mn) 30
g perip p 9 9 ' o 52w High/Low (HKS) 3.U15
vs. LT: 8-10% YoY). Total Issued Shares (mn) 8,759.8
. . - . . Source: Bloomberg
B Gross margin under pressure but overall profitability will continue to
improve. Gross profit margin improved to 24.0% in FY21 (vs. 22.3% in FY20), Shareholding Structure
driven by ongoing Hardware margin expansion but partially offset by higher Chen Family Hvenind Holdings 32.4%
freight cost. Looking forward, logistic and supply chain headwind is likely to \Ff‘?yager EqV”'tyt 12332//"
remain, at least in 1H22E. We expect margin pressure to ease in 2H22E. We S{,'S:§E'°§$;m§;‘n§r§§ta =
lower our FY22E GPM estimate to 24.5%. NPM improved to 2.9% in FY21 (vs.
0.5% in FY20). We believe a higher NPM at 4.8% is achievable for FY22E Share Performangel -
H H : Absolute Relative
given GPM expansion and operating leverage. . B e
P P 3-mth -3.3% 13.0%
B Maintain TP at HK$2.82. We maintain TP at HK$2.82 (the proposed et 20,69 72700

privatization price) as we believe the completion of this transaction is highly
possible. Next key date is April 4th, which is the deadline to despatch the
Scheme Document required by SFC. Potential risk includes termination of the
deal.

Earnings Summary

Source: Bloomberg

12-mth Price Performance
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(YE 31 Dec) FY19A FY20A FY21A FY22E FY23E 20
Revenue (US$ mn) 820.8 1,214.6 1,619.6 1,855.0 2,123.2 12
YoY growth (%) 15.2% 48.0% 33.3% 14.5% 14.5% o
Gross margin (%) 20.5% 22.3% 24.0% 24.5% 26.0% oo |
EBITDA (US$ mn) -71.7 16.1 80.0 110.0 159.4 R L Al S R dmE U
Net profit (US$ mn) -84.2 5.6 46.2 88.4 147.0 Source: Bloomberg
Net profit margin (%) -10.3% 0.5% 2.9% 4.8% 6.9%
EPS (US$) -0.010 0.001 0.005 0.010 0.017 Auditor: KPMG
Consensus EPS (US$) 0.006 0.012 0.016
PE (x) - 486.1 58.7 30.7 18.5 Related Reports
EV/EBITDA(X) -32.9 146.2 29.5 21.4 14.8 “Razer - Proposed privatization update”
ROE (%) 14.6% 0.9% 8.4% 15.3% 22.1% —22 Feb 2022 (Link)
Net debt/total equity (%) Net cash Net cash Net cash Net cash Net cash
Source: Company data, Bloomberg, CMBIGM estimates
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
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Figure 1: Earnings revision

New

US$ mn FY22E
Revenue 1,855
Gross Profit 455
EBITDA 110
Net profit 88
EPS (US$) 0.01
Gross Margin 24.5%
EBITDA Margin 5.9%
Net Margin 4.8%

FY23E
2,123
551
159
147
0.02
26.0%
7.5%
6.9%

OLD
FY22E FY23E
1,947 2,255
535 632
140 188
100 139
0.01 0.02
27.5% 28.0%
7.2% 8.3%
5.1% 6.1%

FY22E
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-15%
-21%
-11%
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-3
-1.3
-0.4

Diff (%)
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-6%
-13%
-15%
6%
7%
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Source: Company data, CMBIGM estimates

Figure 2: CMBIGM estimates vs consensus

CMBIGM

FY22E
Revenue 1,855
Gross Profit 455
EBITDA 110
Net profit 88
EPS (US$) 0.010
Gross Margin 24.5%
EBITDA Margin 5.9%
Net Margin 4.8%

FY23E
2,123
551
159
147
0.017
26.0%
7.5%
6.9%

Consensus
FY22E FY23E
1,817 2,147
506 614
143 203
102 147
0.012 0.016
27.8% 28.6%
7.9% 9.5%
5.6% 6.9%

Diff (%)
FY22E FY23E
2% -1%
-10% -10%
-23% -22%
-13% 0%
-12% 3%
-3.3 ppt -2.6 ppt
-2 ppt -2 ppt
-0.8 ppt 0.1 ppt

Source: Company data, CMBIGM estimates

Figure XX: Peers’ valuation

12m TP  Price Upside/ Mkt. Cap P/E (x) EV/EBITDA (x) ROE (%)
Company Ticker Rating (X®) (LC) Downside (US$mn) FY22E FY23E FY22E FY23E FY22E FY23E
Razer 1337 HK Buy 2.82 2.43 16% 2,723 30.7 18.5 21.4 14.8 15.3 22.1
Logitech LOGI US NR NR 72.56 NR 12,561 16.2 15.5 12.4 11.9 30.2 28.5
Corsair CRSR US NR NR  20.54 NR 1,955 13.1 10.9 10.0 8.4 29.3 31.4
Turtle Beach HEAR US NR NR  20.19 NR 326 23.4 14.5 7.9 5.7 - -
Average 17.6 13.6 10.1 8.7 29.8 29.9

Source: Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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Financial Summary

Income statement

Cash flow summary

YE 31 Dec (US$ mn) FY19A FY20A FY21A FY22E FY23E YE 31 Dec (US$ mn) FY19A FY20A FY21A FY22E FY23E
Revenue 821 1,215 1,620 1,855 2,123 Net profit -83 1 43 75 124
COGS -653 944 -1,230 -1,400 -1,572 D&A 24 23 28 42 47
Gross Profit 168 271 389 455 551 SBC expense 30 16 12 15 12
Change in working capital -8 90 -48 214 -201
SG&A -202 -213 -276 -313 -354 Others -1 24 8 18 28
R&D expense -52 -54 -61 -74 -85 Net cash from operating -38 153 44 364 10
Other opex -10 -11 0 0 0
Operating profit -96 -7 52 68 113 Capex -24 -28 -32 -37 0
Other 14 -143 166 9 -30
Other non-operating exp. 6 4 -2 2 6 Net cash from investing -10 -171 134 -28 -30
Interest income 13 9 5 6 7
Finance costs -1 -1 -3 -2 -2 Share -32 -13 -57 -76 -71
Pre-tax profit .78 4 52 75 124 Dividend paid -0 -0 0 0 0
Other -6 11 -60 -10 -9
Income tax expenses -6 4 9 13 21 Net cash from financing -38 -3 -117 -85 -80
Net profit -83 1 43 88 146
Non-controlling interests 1 -5 -3 -1 -1 Net change in cash -86 21 61 251 -100
Net profit to shareholders -84 6 46 88 147 Cash, beginning 615 528 509 568 818
Exchange difference -1 1 -2 0 0
EBITDA =72 16 80 110 159 Cash, end 528 509 568 818 719
Balance sheet Key ratios
YE 31 Dec (US$ mn) FY19A FY20A FY21A FY22E FY23E YE 31 Dec (US$ mn) FY19A FY20A FY21A FY22E FY23E
Current assets 848 1,043 1,046 1,227 1,302 Revenue by segment
Cash & equivalents 528 509 568 818 719 Peripherals 445 773 1,084 1,247 1,434
Trade & other receivables 215 268 275 262 347 Systems 269 310 368 405 445
Inventories 75 125 186 128 216 Software/Senices/Fintec 7 128 163 203 244
Other current assets 30 141 16 18 19 Others 30 2 5 0 0
Total 821 1,215 1,620 1,855 2,123
Non-current assets 147 200 183 176 169
PPE 30 30 59 59 57 Growth (%)
Intangibles & GW 105 91 90 80 71 Rewenue 15.2% 48.0% 33.3% 14.5% 14.5%
Other non-current assets 12 79 35 37 41 Adj. EBITDA 62.7% -151.6% 215.6% 130.4% 137.1%
Total assets 995 1,243 1,229 1,403 1,470 Net profit -13.2% -106.7% 720.5% 91.5% 66.2%
Current liabilities 402 621 643 789 771 Profit & loss ratio (%)
Trade & other payables 378 584 600 742 722 Gross margin 20.5% 22.3% 24.0% 245% 26.0%
Customer funds 13 20 25 28 30 EBITDA margin -3.6% 3.7% 5.9% 6.8% 8.1%
Other current liabilities 11 16 18 19 19 Net profit margin -10.3% 0.5% 2.9% 4.8% 6.9%
Non-current liabilities 18 15 36 37 35 Balance sheet ratio
Lease liabilities 10 7 27 25 24 Net debt/total equity (%) -89.5% -82.0% -97.5% -136.7% -103.9%
Other non-currentliabilities 8 8 9 12 11 Cashconversion cycle (days) -76.3 -75.5 -68.7 -81.7 -78.1
Total liabilities 420 636 679 826 806
Profitability (%)
Total equity 575 607 549 577 664 ROE -14.6% 0.9% 84% 15.3% 22.1%
Share capital 89 89 88 89 91 ROA -8.5% 0.5% 3.8% 6.3% 10.0%
Share premium 684 673 616 569 528
Resenes -205 -179 -159 -87 42 Per share data (US$)
Minority interests 7 25 6 5 3 EPS -0.010 0.001 0.005 0.010 0.017
Total liabilities and equity 995 1,243 1,229 1,403 1,470 BVPS 0.066 0.066 0.062 0.066 0.076

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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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 notrated by CMBIGM

OUTPERFORM : Industryexpected to outperform the relevantbroad marketbenchmark over next 12 months
MARKET-PERFORM : Industryexpected to perform in-line withthe relevantbroad marketbenchmark over next 12 months
UNDERPERFORM . Industryexpected to underperform the relevantbroad marketbenchmark over next 12 months
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Important Disclosures

There are risks involved in transacting in anysecurities. The information contained in this reportmaynotbe suitable for the purposes ofall investors. CMBIGM does
not provide individually tailored investment advice. This report has been prepared with out regard to the individual investment objectives, financial position or special
requirements. Pastperformance has no indication offuture performance, and actual events maydiffer materiallyfrom thatwhich is contained in the report. The value
of, and returns from, anyinvestments are uncertain and are notguaranteed and mayfluctuate as a resultoftheir dependence on the performance of underlying assets
or other variable marketfactors. CMBIGM recommends thatinvestors should independentlyevaluate particular investments and strategies, and encourages investors
to consultwith a professional financial advisor in order to make their own investmentdecisions.

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 reportis not and should not be construed as an offer or solicitation to buy or sell any security or any interest in securites 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 director consequential, incurred in relying on the information contained in this report. Anyone making use ofthe information
contained in this reportdoes soentirelyattheir own risk.

The information and contents containedin this reportare based on the analyses and interpretations of information believed to be publiclyavailable andreliable. CMBIGM
has exerted every effort in its capacity to ensure, but notto guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides the informaton,
advices and forecasts on an "AS IS"basis. The informationand contents are subjectto change without notice. CMBIGM mayissue other publications havinginformation
and/or conclusions differentfrom this report. These publications reflectdifferentassumption, point-of-view and analytical methods whencompiling. CMBIGM may make
investmentdecisions or take proprietarypositions thatare inconsistentwith the recommendations or views in this report.

CMBIGM may have a position, make markets or actas principal or engage in transactions in securities of companies referred to in this reportfor itselfand/or on behalf
of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investmentbanking or other business relationships with the companies in
this report. As aresult, recipients should be aware that CMBIGMmay have a conflict ofinterestthat could affectthe objectivity of this reportand CMBIGMwill notassume
any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not b e reproduced, reprinted, sold, redistributed or
published in whole or in partfor any purpose without prior written consent of CMBIGM.

Additional informationon recommended securities is available upon request.
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