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we downgrade Primax from BUY
to HOLD-OPF and suggest that
investors take profits.

4Q14 results came in below
expectations, and we do not see
any upside catalysts in the near
to mid-term.

Company profile: Primax manufactures consumer and business electronics, including PC peripherals, business
equipment, mobile devices and digital home products.
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Outstanding shares 434.7 mn
Free float 68.9%
FINI ownership 76.5%
BVI Alpine Asia
Major shareholders Inv Limited,
7.7%
Net debt/equity (28.4%)
BVPS (2015F) NT$22.76

P/B (2015F) 2.09x

Financial outlook (NT$ mn)

2013A | 2014A 2015F | 2016F

Sales 42,320 52240 59,621 66,200
Op. profit 694 1,830 2,425 3,011
Net profit* 669 1544 1918 2375
EPS (NT$) 1.54 356 442 548
'(f,/':)s g (47.4) 1311 242 239
DPS (NT$) 0.80 180 230 285
PIE (X) 30.8 133 107 8.7
Div. yield (%) 17 3.8 48 6.0
ROE (%) 8.9 177 194 211

*Net profit attributable to the parent
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Primax (4915 TT)

Limited upside after recent outperformance

Downgrade to HOLD-OPF: Although we keep our 2015F EPS forecast and
TP unchanged, we downgrade our rating to HOLD-OPF due to limited
earnings upside in a very muted TH15 and a relatively unattractive
valuation. Primax outperformed the market by 17%/21% in the past
three/six months, and we believe our earlier bullish themes are now priced
in. The stock is now trading at 11x 2015F P/E, which is already 10% above
its historical average, and not particularly cheap compare with its peers
(Lite-On and Merry’s 12x). As such, we advise investors to take profits.

4Q14 results below expectations: EPS of NT$0.8 came in below
our/consensus expectations by 12%/9%, mainly on higher OPEX, while
GM of 11.8% was in line, but a 2.4% OPM was lower than expections.
Mgmt attributes its OPM weakness to higher employee bonuses and
higher new-project R&D costs.

A muted TH15 outlook: Mgmt’s 1Q15 revenue guidance of flat to slightly
down QoQ was in line. For 2Q15, although the mgmt guided revenue will
grow on QoQ basis, we believe the scale will be smaller than expected
owing to weakening pull-in demand from Xiaomi (15~20% of sales). Our
supply chain checks suggest Xiaomi Note’s sell-thru has been weak, and
the Xiaomi 4s (aka X9, original in 2Q15) is pending due to touchscreen
issues. Together with model transition for its audio products, we now
forecast its revenue to grow by only 7% QoQ (vs. consensus’ 10-12%).
Profitability-wise, mgmt does not expect any margin improvement in
TH15 owing to its product mix and new product learning curve.

Waiting for the next product catalysts to emerge: We believe new
product catalysts are needed to drive further upside. Key things to look
for are: 1) Primax’ IC module business for QCOM’s ultrasonic fingerprint
IC which is likely to start in 4Q15, although details have not been fixed
yet; and 2) design wins for high-volume models like Mi5 in 4Q15.
ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ARE
LOCATED IN APPENDIX A.
Yuanta does and seeks to do business with companies covered in its
research reports. As a result, investors should be aware that the firm
may have a conflict of interest that could affect the objectivity of this
report. Investors should consider this report as only a single factor in
making their investment decision.
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Earnings forecasts

Figure 1: Primax’s revenue breakdown
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Figure 2: Primax’s 4Q14 results highlights

$mn FY4Q14 | FY3Q1l4 FY4Q13 YoY Our Fcst Diff Consensus Diff
Ended Dec, 2014 | Sep, 2014 Dec, 2013 Dec, 2014 Dec, 2014

Sales 13,435 13622  -1.4% 11,064  21.4% 13,413 0% 13,376 0%
GP 1,586 1,626 2.4% 660 140.4% 1578 1% 1,561 2%
Opex 1,263 1,104  14.4% 709 78.3% 1,105 14% 1,101 15%
g‘c’)‘f*i:aﬁng 323 522 -38.1% -49 NA 473 -32% 460 -30%
PBT 425 628 -32.2% -18 NA 513 17% 499 -15%
PAT 332 478 -30.5% -19 NA 379 -12% 366 -9%
EPS 0.76 110  -305%  -0.04 NA 0.87 -12% 0.84 -9%
GM 11.8%  11.9%  -0.1%  5.96% 5.8% 11.8% 0% 11.7% 0%
OPM 2.4% 3.8% 1.4%  -0.44%  2.0% 3.5% 1% 3.4% 1%
PBT 3.2% 4.6% 1.4%  -0.16%  3.0% 3.8% 1% 3.7% 1%
PAT 2.5% 3.5% 1.0%  -017%  2.3% 2.8% 0% 2.7% 0%

Source: Company data,; Yuanta Investment Consulting estimates
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Earnings revisions

We lower our 2014F EPS estimate by 3%, mainly due to weaker than expected 4Q14
results. However, we keep our 2015F earnings forecast largely unchanged, as we do
not see any new catalysts emerging in the near to mid-term.

Figure 3: Our 2014/15F P&L forecast revisions

2014 2015F Change (%)
(NT$ mn) 2013

Sales 42,320 52,217 52,240 60,039 59,621 0% -1%
Gross profit 3,753 6,210 6,218 7,185 7,100 0% -1%
Op. profit 694 1,980 1,830 2,475 2,425 -8% 2%
Pretax profit 911 2,135 2,047 2,596 2,550 -4% -2%
Net profit 669 1,592 1,545 1,920 1,918 -3% 0%
EPS (NT$) 1.5 3.7 3.6 44 4.4 -3% 0%
Gross margin 8.9% 11.9% 11.9% 12.0% 11.9%
Operating margin 1.6% 3.8% 3.5% 4.1% 4.1%
Pre-tax margin 2.2% 4.1% 3.9% 4.3% 4.3%
Net profit margin 1.6% 3.0% 3.0% 3.2% 3.2%

Source: Company data, Yuanta Investment Consulting estimates

Figure 4: Quarterly highlights (consolidated basis)

Sales 11,603 13,580 13,622 13,435 52,240 13,259 14,226 15,627 16,510 59,621
COGS (10,178)  (11,998) (11,996) (11,849) (46,021) (11,736) (12,572) (13,758) (14,454) (52,521)
Gross profit 1,425 1,582 1,626 1,586 6,219 1,522 1,653 1,868 2,056 7,100
Opex (927) (1,094) (1,104) (1,263) (4,389) (1,075) (1,135) (1,225) (1,240) (4,675)
Operating profit 497 488 522 323 1,830 447 518 643 816 2,425
Non-operating profit (51) 60 106 102 217 31 31 31 31 125
Pre-tax profit 446 548 628 425 2,047 479 550 674 848 2,550
Minority interest (22) (14) (20) (8) (64) 7) (18) (23) (28) (86)
Income tax (101) (122) (130) (85) (439) (101) (126) (142) (178) (547)
Net income attributable to the parent 323 412 478 332 1,544 361 405 510 642 1,918
FD WA EPS (NT$) 0.74 0.95 1.10 0.76 3.56 0.83 0.93 1.18 1.48 4.42
Wtd. avg. no. of shares 434 434 434 434 434 434 434 434 434 434
Margin analysis

Gross margin 12.3% 11.6% 11.9% 11.8% 11.9% 11.5% 11.6% 12.0% 12.5% 11.9%
Operating margin 4.3% 3.6% 3.8% 2.4% 3.5% 3.4% 3.6% 4.1% 4.9% 4.1%
Pre-tax margin 3.8% 4.0% 4.6% 3.2% 3.9% 3.6% 3.9% 4.3% 5.1% 4.3%
Effective tax rate 22.7% 22.2% 20.7% 20.1% 21.4% 21.0% 23.0% 21.0% 21.0% 21.4%
Growth (% QoQ)

Sales 4.9% 17.0% 0.3% (1.4%) 23.4% (1.3%) 7.3% 9.8% 5.7% 14.1%
Operating profit (1,120.0%) (1.9%) 6.9% (38.0%) 163.5% 38.3% 15.9% 24.1% 26.9% 32.5%
Net income (1,821.6%) 27.8% 15.8% (30.5%) 131.0% 8.8% 12.2% 25.8% 25.8% 24.2%
EPS (1,822.13  27.79% 15.77%  (30.50%) 131.07% 8.84% 12.20% 25.81% 25.83% 24.18%

Source: Company data, Yuanta Investment Consulting estimates
Note: A * represents historical data reconciled by Yuanta. Fully diluted weighted average EPS is based on weighted average number of
shares.
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Valuation

We downgrade Primax from Buy to HOLD-OPF, as its share price already reflects our
earlier bullish themes and is approaching our TP. Our TP of NT$52 is unchanged, as it
is still based on 12x P/E. Our 12x P/E multiple is 20% higher than its historical trading
average of 10x, as we expect its earnings growth to reach 23-24% YoY in 2015-16F.
We use a P/E-based valuation methodology, as we believe the market will be
primarily focused on Primax’s earnings outlook as the dynamics of the smartphone/
audio industry remain advantageous to the company. We generally adopt a P/E
valuation methodology for downstream component makers.

From a P/B perspective, our TP of NT$52 is equivalent to 2.3x 2015F BVPS.
Considering Primax’ 2015/16F ROE of 19%/21%, we view our 2.3x target P/B as
reasonable, based on 9-10% cost of equity.

Figure 5: 12-month forward looking P/E band chart
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Figure 6: 12-month forward looking P/B band chart
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Balance Sheet Profit and Loss

Yearas of Dec 2012A | 2013A | 2014F | 2015F | 2016F Year 'to Dec 2012A | 2013A | 2014A | 2015F | 2016F
(NT$ mn) (NT$ mn)

Cash & ST investment 2,453 4,822 5,900 6,005 6,658 Sales 43,133 42,320 52,240 59,621 66,200
Inventories 5,035 4,161 5,057 5,772 6,389 Cost of goods sold (38,632) (38,567) (46,021) (52,521) (58,144)
Accounts receivable 7,151 7,825 9,303 10,618 11,789 Gross profit 4,501 3,753 6,219 7,100 8,056
Others 773 578 713 814 904 Operating expenses (3,030) (3,058) (4,389) (4,675) (5,045)

Current assets 15,413 17,385 20,973 23,208 25,741 Operating profit 1,471 694 1,830 2,425 3,011
LT investments 54 321 321 321 321 Interest income 164 161 295 196 209
Net fixed assets 3,822 3,389 3,372 3,353 3,207 Interest expense (46) (20) (226) (91) (71)
Others 701 496 3,100 3,200 3,300 Net interest 118 142 69 105 138

Other assets 4577 4,206 6,793 6,873 6,828  Net Invst.Inc/(loss) 0 0 0 0 0

Total assets 19,990 21,591 27,766 30,081 32,569 Net oth non-op.lnc/(loss) 54 75 149 20 20
Accounts payable 9,542 10,447 11,348 12,950 14,337 Net extraordinaries 0 0 0 0 0
ST borrowings 0 659 3200 3200 2500 pretax income 1,644 911 2047 2550 3,169
Others 3098 2723 3362 3837 4260 ncome taxes (393)  (242)  (439) (547)  (680)

Current liabilities 12636 13,829 17,909 19987 21097 et profit 1,250 669 1609 2004 2488
Long-term debts 0 o %00 0 O Minority interest 0 0o (64  (8) (113
Others 918 221 221 221 221 ) )

Long-term liabilities 918 221 1121 221 221 {f,e{h"gglij‘;i”b“tab'e 1,250 669 1,544 1,918 2,375

Total liabilities 13,553 14,049 19,030 20,208 21,317  gpiTpA 2523 1,808 2077 3725 4437
Paid-in capital 4292 4340 4338 4338 4338 cpg(nTy) 293 154 356 442 5.48
Capital surplus 579 16 716 16 716 Eps (NT$) Bonus Adi. 293 154 356 442 548
Retained earnings 1,564 2,486 3,682 4,819 6,197 )
Capital adjustment 0 0 0 0 0 Source: Company data, Yuanta Investment Consulting

Shareholders' equity 6,436 7,542 8,736 9,873 11,251

Minority Interest 1 0 0 0 0

Total Equity 6,436 7,542 8,736 9,873 11,251

Key Ratios

Source: Company data, Yuanta Investment Consulting 2012A 2013A | 2014F | 2015F | 2016F

Growth (% YoY)

Sales (8.9) (1.9) 23.4 14.1 11.0
Op profit 28.1 (52.8) 163.5 325 24.1
Cash Flow EBITDA 25.3 (284) 647 251 191
Ye(ier ;; E)ec Net profit 20.1 465 1310 242 23.9
Net profit 1250 669 1,600 2.004 2488 EPS 12.25 (47.36)  131.07 24.18 23.86
Depr & amortization 1,053 1,113 1,147 1,300 1,426 Profitability (%)
Change in working (1,931) 1,259 (970) (52) (69)  Gross margin 10.4 8.9 11.9 11.9 12.2
Others 1,022 (50) 0 0 0 Operating margin 3.4 1.6 35 4.1 45
Operating cash flow 1,394 2,991 1,786 3,252 3,845 EBITDA margin 59 4.3 5.7 6.2 6.7
Capex (978) (865)  (1,050)  (1,200)  (1,200)  Net profit margin 2.9 1.6 3.0 3.2 3.6
Change in LT inv. 32 0 0 0 0 ROA 6.5 3.2 6.5 6.9 7.9
Change in other (2) 143 (2,685) (180) (180)  ROE 19.4 8.9 17.7 19.4 21.1
Investment cash flow (948) (722) (3,735)  (1,380) (1,380)
Change in share 541 0 (30) (781  (99o7) Stability
Net change in debt 0 659 3,441 (900) (700) Gross debt/equity (%) 0.0 8.7 46.9 324 22.2
Other adjustments (146) (571) 0 0 0 Net cash (debt)/equity (%) 38.1 55.2 20.6 28.4 37.0
Financing cash flow 395 88 3001 (1L,681) (Le97) 'Mtcoverage (X) 36.9 4r4 101 290 455
Int. & ST debt cover (X) 36.9 14 0.7 0.8 13
:g(praact:éfrom changes in 1 17 NA. NA. NA. Cash flow ?nt. cover (X) 30.4 152.2 7.9 35.6 54.0
Cash flow/int. & 30.4 44 05 10 15
Net cash flow 853 2,373 1,143 190 767 ST debt (X)
Free cash flow 416 2,126 736 2,052 2,645 Current ratio (X) 1.2 13 1.2 1.2 12
Source: Company data, Yuanta Investment Consulting Quick ratio (X) 08 1.0 09 09 0.9
Net debt (NT$ mn) (2,453) (4,163) (1,800) (2,805) (4,158)
BVPS (NT$) 15.05 17.38 20.14 22.76 25.94

Valuation Metrics (x)

P/E 16.2 30.8 13.3 10.7 8.7
P/FCF 48.8 9.7 28.0 10.0 7.8
P/B 3.2 2.7 2.4 2.1 18
P/EBITDA 8.0 11.4 6.9 55 4.6
P/S 0.5 0.5 0.4 0.3 0.3

Source: Company data, Yuanta Investment Consulting
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Appendix A: Important Disclosures

Analyst Certification

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

Primax (4915 TT) - Three-year recommendation and target price history

—— Cllosing Price

57.2 —57.2
48.6 — -48.6
40.0 —<40.0
31.5 -F31.5
22.9 -22.9
14.3 : : T . T . 14.3
Jul-12 Jan-13 Jul-13 Jan-14 Jul-14 Jan-15
1 18 Aug 14 40.55 57.00 57.00 BUY Jeff Pu
2 10 Sep 14 37.95 50.00 50.00 BUY Jeff Pu
3 19 Jan 15 41.90 52.00 52.00 BUY Jeff Pu

Source.: Bloomberg, Yuanta Investment Consulting
Notes. A = price adjusted for stock & cash dividends, B = unadjusted target price; C = target price adjusted for stock & cash dividends.
Employee bonus dilution is not reflected in A, B or C.

Current distribution of Yuanta ratings

Buy 202 49%
HOLD-OPF 104 25%
HOLD-UPF 44 11%
Sell 9 2%

Under Review 46 11%
Restricted 6 1%

Total: 411 100%

Source: Yuanta Investment Consulting

Ratings Definitions

BUY: We have a positive outlook on the stock based on our expected absolute or relative return over the investment period. Our
thesis is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We
recommend investors add to their position.

HOLD-Outperform: In our view, the stock’s fundamentals are relatively more attractive than peers at the current price. Our thesis is
based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

HOLD-Underperform: In our view, the stock’s fundamentals are relatively less attractive than peers at the current price. Our thesis is
based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile.

SELL: We have a negative outlook on the stock based on our expected absolute or relative return over the investment period. Our
thesis is based on our analysis of the company’s outlook, financial performance, catalysts, valuation and risk profile. We
recommend investors reduce their position.

Under Review: We actively follow the company, although our estimates, rating and target price are under review.

Restricted: The rating and target price have been suspended temporarily to comply with applicable regulations and/or Yuanta
policies.
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Note: Yuanta research coverage with a Target Price is based on an investment period of 12 months. Greater China Discovery Series
coverage does not have a formal 12 month Target Price and the recommendation is based on an investment period specified by the
analyst in the report.

Global Disclaimer

© 2015 Yuanta. All rights reserved. The information in this report has been compiled from sources we believe to be reliable, but we
do not hold ourselves responsible for its completeness or accuracy. It is not an offer to sell or solicitation of an offer to buy any
securities. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change
without notice.

This report provides general information only. Neither the information nor any opinion expressed herein constitutes an offer or
invitation to make an offer to buy or sell securities or other investments. This material is prepared for general circulation to clients
and is not intended to provide tailored investment advice and does not take into account the individual financial situation and
objectives of any specific person who may receive this report. Investors should seek financial advice regarding the appropriateness of
investing in any securities, investments or investment strategies discussed or recommended in this report. The information
contained in this report has been compiled from sources believed to be reliable but no representation or warranty, express or implied,
is made as to its accuracy, completeness or correctness. This report is not (and should not be construed as) a solicitation to act as
securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on such business in that
jurisdiction.

Yuanta research is distributed in the United States only to Major U.S. Institutional Investors (as defined in Rule 15a-6 under the
Securities Exchange Act of 1934, as amended and SEC staff interpretations thereof). All transactions by a US person in the securities
mentioned in this report must be effected through a registered broker-dealer under Section 15 of the Securities Exchange Act of
1934, as amended. Yuanta research is distributed in Taiwan by Yuanta Securities Investment Consulting. Yuanta research is
distributed in Hong Kong by Yuanta Securities (Hong Kong) Co. Limited, which is licensed in Hong Kong by the Securities and Futures
Commission for regulated activities, including Type 4 regulated activity (advising on securities). In Hong Kong, this research report
may not be redistributed, retransmitted or disclosed, in whole or in part or and any form or manner, without the express written
consent of Yuanta Securities (Hong Kong) Co. Limited.

Taiwan persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Attn: Research

Yuanta Securities Investment Consulting
4F, 225,

Section 3 Nanking East Road, Taipei 104
Taiwan

Hong Kong persons wishing to obtain further information on any of the securities mentioned in this publication should contact:

Attn: Research

Yuanta Securities (Hong Kong) Co. Ltd
23/F, Tower 1, Admiralty Centre

18 Harcourt Road,

Hong Kong
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+886 2 2175 8977
michael.lin@yuanta.com

Jason Lin - Sales
+886 2 2175-8998
jason.lin@yuanta.com

Terence Lok - Sales Trading
+852 3969 9728
terence.lok@yuanta.com

Jason Wang - Head of
Taiwan Sales Trading
+886 2 2175 8888
jason@yuanta.com

Joyce Wan - Sales
+852 3969 9876
joyce.wan@yuanta.com

Jenny Lo

Head of HK Sales Trading
+852 3969 9769
jenny.lo@yuanta.com

Kate Jackson - Sales Trading
+852 3969 9767
kate.jackson@yuanta.com

Sales of Non-Taiwan Equities

Franker Lin

Head of Foreign Equity
Department

+886 22175 8720
laiochenlin@yuanta.com

Lunghui Chen

Co-Head of Sales, Foreign
Equity Department

+886 2 2175 8730
lunghuichen@yuanta.com

Oscar Yang

Co-Head of Sales, Foreign
Equity Department

+886 2 2175 8733
oscaryang@yuanta.com
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