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Hua Hong Semi (1347 HK)

Improving mix and scale, yet valuation
stretches

Hua Hong released its 4Q25/FY25 results. 4Q25 revenue rose 22.4% YoY /
3.9% QoQ to US$660mn, a quarterly record, driven by high utilization and robust
shipments. GPM was 13.0% in 3Q, down from 13.5% in 3Q but in line with
mgmt.’s guidance. Net profit was US$17mn in 4Q, down 53.4% QoQ mainly due
to higher labor costs. For FY25, revenue increased 20% YoY to US$2.4bn (in
line with our estimates and BBG consensus), while GPM was 11.8%, also in line
with our estimates and BBG consensus, partly offset by higher depreciation.
Looking ahead, mgmt. guides 1Q26 revenue at US$650-660mn and GPM at 13-
15%. While we believe the Company executed well in maintaining a high
utilization rate and accelerating its 12-inch product mix in 2025, the current
share price appears rich. Maintain HOLD with TP adjusted to HK$80 (2.9x
2026E P/B).

M Product mix continued to improve in FY25, driven by 12-inch exposure
and higher-value specialty platforms. The Company maintained a high
utilization rate of ~106% in FY25 and ~104% in 4Q25, with the slight QoQ
decline mainly due to the ongoing ramp-up of 12-inch capacity. Sequential
revenue growth was increasingly driven by 12-inch shipments, which
accounted for ~60% of FY25 revenue (vs. ~50% in FY24). By technology
platform, Analog & Power Management revenue grew 41% YoY on growing
Al demand, Embedded NVM increased 31% YoY, and Standalone NVM
also delivered solid 23% YoY growth, benefiting from the broader global
memory shortage. We expect to see ASP improvement particularly for its
12-inch wafer capacity while ASP upside for 8-inch may be limited.

B Fab 5 (HLMC) acquisition and Fab 9B expansion will further strengthen
12-inch capacity and market positioning. The Company recently
announced the acquisition of Shanghai Huali Microelectronics (HLMC) at a
valuation of RMB8.3bn (link), which is expected to add ~40k 12-inch wafers
per month of 65/55nm-40nm capacity upon completion, per mgmt.. We view
the acquisition as strategically meaningful, enhancing Hua Hong's scale and
market position, while mgmt. highlighted its win-win nature, including
reduced competitive overlap. Additionally, Fab 9B (second 12-inch
production line at Wuxi) capacity ramp-up is expected to commence this
year, with planned capacity mirroring the existing Fab 9A (~83k 12-inch
wafers at full ramp).

M Valuation is supported by structural improvements, but upside
remains capped at current price level. Despite an improving revenue mix
and capacity additions, we expect continued depreciation pressure and
elevated capex intensity from the Fab 9A ramp-up and Fab 9B build-out.
Maintain HOLD with TP adjusted to HK$80, based on 2.9x 2026E P/B
(previously 2.4x), corresponding to +1SD above one-year forward average.
Risks: Upside catalysts include stronger-than-expected ASP upside;
downside risks include weaker end-market demand, pricing pressure, and
supply-chain disruptions.

Earnings Summary

(YE 31 Dec) FY24A FY25A FY26E FY27E FY28E
Revenue (US$ mn) 2,004 2,402 3,116 3,743 3,801
YoY growth (%) (12.3) 19.9 29.7 20.1 15
Gross margin (%) 10.2 11.8 15.9 18.3 18.0
Net profit (US$ mn) 58.1 54.9 157.4 338.2 326.0
YoY growth (%) (79.2) (5.6) 186.8 114.8 (3.6)
P/B (x) 35 3.2 3.6 35 34

Source: Company data, Bloomberg, CMBIGM estimates
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Mkt Cap (HK$ mn) 190,281.4
Avg 3 mths t/o (HK$ mn) 2,452.5
52w High/Low (HK$) 122.70/25.65
Total Issued Shares (mn) 1926.9

Source: FactSet

Shareholding Structure
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6-mth 108.7% 101.2%
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Figure 1: Earnings revision

Revenue
Gross profit
Net profit
BVPS (US$)
Gross margin

Net margin

3,116 3,743 3,801
495 687 685
157 338 326
3.5 3.6 3.8

15.9% 18.3% 18.0%

5.1% 9.0% 8.6%

3,243
486
224

3.8

15.0%

6.9%

3,713 N/A
676 N/A
377 N/A

4.0 N/A
18.2% N/A
10.1% N/A

-3.9%
1.8%
-29.6%
-7.3%
0.9 ppt
-1.8 ppt

Diff (%)

FY27E
0.8% N/A
1.6% N/A
-10.2% N/A
-7.8% N/A
0.1 ppt N/A
-1.1 ppt N/A

Source: Company data, CMBIGM estimates

Figure 2: CMBIGM estimates vs. BBG consensus

CMBIGM BBG Consensus Diff (%)
FY26E FY27E FY26E FY27E FY28E FY27E
Revenue 3,116 3,743 3,801 3,075 3,671 4,236 1.3% 2.0% -10.3%
Gross profit 495 687 685 501 678 810 -1.1% 1.3% -15.4%
Net profit 157 338 326 184 271 314 -14.3% 24.6% 3.8%
BVPS (US$) 35 3.6 3.8 3.9 4.0 4.2 -9.3% -9.1% -10.3%
Gross margin 15.9% 18.3% 18.0% 16.3% 18.5% 19.1% -0.4 ppt -0.1 ppt -1.1 ppt
Net margin 5.1% 9.0% 8.6% 6.0% 7.4% 7.4% -0.9 ppt 1.6 ppt 1.2 ppt
Source: Bloomberg consensus, CMBIGM estimates
Figure 3: P/B chart Figure 4: P/B band
45 - (HKS)
4.0 140 -
3.5 A 120 -
3.0 - A A
| NNy 100 A
20 ) o S~
’ 60 -
1.5 A
1.0 P~ 40 1 N~
0 1T iy
05 - 20 1
0.0 Ommmmmmmmmmmoo
S8 88 88 83888 8 1 N d 8§ d o oo gd oo d
N N - 883 885883 338 38 8
O © © © O o © © d «dA «H€ o o
—1_yr Forward P/B — \ean —Closing Px =——0.11x = 1.05X
Mean+1SD Mean-1SD 1.98x 2.92x 3.86x

Source: Company data, CMBIGM estimates

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE



CME INTERNATIONAL

16 Feb 2026 @ggg‘ﬁ;

* = = M # A

Financial Summary

INCOME STATEMENT

YE 31 Dec (US$ mn)
Revenue

Cost of goods sold
Gross profit
Selling expense
Admin expense
Others

Operating profit
Other income
Other expense
Pre-tax profit
Income tax

After tax profit
Minority interest
Net profit

BALANCE SHEET

YE 31 Dec (US$ mn)
Current assets
Cash & equivalents
Restricted cash
Account receivables
Inventories
Prepayment

Other current assets
Non-current assets
PP&E

Right-of-use assets
Intangibles

Other non-current assets
Total assets

Current liabilities
Short-term borrowings
Account payables

Other current liabilities
Lease liabilities
Non-current liabilities
Long-term borrowings
Other non-current liabilities
Total liabilities

Share capital

Other reserves

Total shareholders equity
Minority interest

Total equity and liabilities

2023A

2,286

(1,799)

487
(10)
(323)
(91)
63
188
(77)
174
(47)
126
(154)
280

2023A

6,570
5,585
32
279
450

726
10,943

972
193
235
541

3
1,956
1,907

2,929

4,934
1,367
6,301
1,714
10,943

2024A

2,004
(1,799)
205
(10)
(351)
(94)
(249)
178
(63)
(134)
(7)
(140)
(198)
58

2024A

5,833
4,459
32
270
467

1,562
281
298
978

1,946
1,917

3,508

4,938
1,309
6,247
2,660
12,415

2025A

2,402
(2,119)
283
(11)
(415)
(67)
(209)
138
(18)
(89)
(22)
(111)
(166)
55

2025A

6,607
4,961
32
282
544

1,856

330
1,119

3,433
2,787

646
5,290

4,987
1,625
6,613
2,552
14,454

2026E

3,116
(2,620)
495
(18)
(499)
(121)
(142)
187

0
45

(28)
17
(140)
157

2026E

4,373
2,846
29
298
489

1,615
313
315
984

2,388
1,742

646
4,003

4,987
1,642
6,630
2,411
13,044

2027E

3,743
(3,057)
687
(22)
(550)
(93)
22

225

0

247
37)
210
(128)
338

2027E

3,563
1,893
30
317
599

1,602
319
304
975

2,563
1,917

646
4,165

4,987
1,852
6,839
2,283
13,287

2028E

3,801
(3,116)
685
(22)
(553)
(96)
14

228

0

242
(36)
206
(120)
326

2028E

3,268
1,681
30
308
511

1,644

327
968

2,708
2,062

646
4,352

4,987
2,057
7,045
2,162
13,559
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CASH FLOW 2023A 2024A 2025A 2026E 2027E 2028E
YE 31 Dec (US$ mn)

Operating

Profit before taxation 174 (134) (89) 45 247 242
Depreciation & amortization 500 556 735 785 881 971
Tax paid (72) (57) 0 (28) (37) (36)
Change in working capital (69) 142 0 (26) (164) 95
Others 108 47) 4 177 95 97
Net cash from operations 642 459 650 953 1,021 1,369
Investing

Capital expenditure (907) (2,780) (1,814) (1,818) (2,022) (1,622)
Others 73 108 95 47 (©)] 9)
Net cash from investing (833) (2,672) (1,719) (1,771) (2,030) (1,631)
Financing

Net borrowings 193 106 942 (1,136) 181 171
Proceeds from share issues 2,942 4 34 0 0 0
Others 647 1,041 523 (264) (229) (224)
Net cash from financing 3,782 1,150 1,499 (1,400) (47) (53)

Net change in cash

Cash at the beginning of the year 2,009 5,585 4,459 4,961 2,846 1,893
Exchange difference (14) (64) 71 103 103 103
Others 3,590 (1,062) 430 (2,218) (1,056) (315)
Cash at the end of the year 5,585 4,459 4,961 2,846 1,893 1,681
GROWTH 2023A 2024A 2025A 2026E 2027E 2028E
YE 31 Dec

Revenue (7.7%) (12.3%) 19.9% 29.7% 20.1% 1.5%
Gross profit (42.3%) (57.9%) 37.9% 75.0% 38.6% (0.3%)
Operating profit (88.3%) na na na na (38.0%)
Net profit (37.8%) (79.2%) (5.6%) 186.8% 114.8% (3.6%)
PROFITABILITY 2023A 2024A 2025A 2026E 2027E 2028E
YE 31 Dec

Gross profit margin 21.3% 10.2% 11.8% 15.9% 18.3% 18.0%
Operating margin 2.8% (12.4%) (8.7%) (4.6%) 0.6% 0.4%
Return on equity (ROE) 6.0% 0.9% 0.9% 2.4% 5.0% A4.7%
GEARING/LIQUIDITY/ACTIVITIES 2023A 2024A 2025A 2026E 2027E 2028E
YE 31 Dec

Current ratio (x) 6.8 3.7 3.6 2.7 2.2 2.0
VALUATION 2023A 2024A 2025A 2026E 2027E 2028E
YE 31 Dec

P/E 77.4 373.6 399.6 154.6 72.0 4.7
P/B 34 35 3.2 3.6 35 34

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