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Catch the early rise  

• Tailwinds remain strong, driven by structural growth; 

expect manageable rising inflation/interest rate  

• Multiple growth engines from strong adoption of 5G, EV, 

IoT devices; telecommuting new norm  

• Remain positive on semiconductor, which is less cyclical 

now – AEM, UMS, Frencken, Inari 

• Pick Nanofilm and KCE for strong growth potential; 

HANA on robust demand and new product launches 

 

Strong tailwinds; still in early recovery stage. We 

continue to expect more room for technology stocks to run 

as we are still in the early days of the economic recovery. 

Technology stocks typically outperform in the early stages 

of recovery. Rate hikes, which could start from early 2023, 

according to our interest rate strategists, are expected to 

be still manageable for the technology sector. 

 

Multiple growth engines. The growing demand for new 

technologies in areas such as 5G wireless network, cloud 

computing, AI, IoT, EV and autonomous driving, has been a 

catalyst for the sector.  5G mobile adoption is expected to 

grow at a 5-year CAGR of 66% while the IoT market is 

projected to grow at a 3-year CAGR of 13.7%. EV sales are 

gaining traction globally. Furthermore, telecommuting will 

continue to drive demand for servers and computing.  

Global spending on IT infrastructure could grow at a 4-year 

CAGR of 10.5% while PC shipment is projected to grow 

18.2% y-o-y in 2021, despite a strong 2020. 

 

Stay upstream. With the structural trends driving 

technology, the long-term uptrend is intact for the 

upstream semiconductor industry. As various new demand 

drivers are in place, including the acceleration of the digital 

adoption pace driven by the COVID-19 pandemic and the 

recent chip shortage issues, we expect this industry to be 

less cyclical going forward. We continue to like AEM, UMS, 

Frencken and Inari. 

 

Selective on mid-downstream. We like Nanofilm for its 

differentiating technologies with multiple avenues to 

capture high-growth opportunities. KCE for its strong 

earnings growth, supported by capacity expansion and 

improvement in margins. Demand for HANA remains 

robust, and the successful mass production of new 

products could boost its revenue and margins. 
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YTD performance of our semiconductor picks 
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STOCKS 

   12-mth   

 Price Mkt Cap Target Price Performance (%)  

 LCY US$m LCY 3 mth 12 mth Rating 

       
Upstream       

AEM Holdings Ltd 3.77 783 4.73 (9.3) 23.1 BUY 

Frencken Group 1.84 546 1.98 28.9 101.1 BUY 

Inari Amertron 

Bhd 

3.14 2,602 3.85 (3.1) 93.3 BUY 

UMS Holdings 1.45 561 1.83 12.4 53.4 BUY 

Mid-downstream      

KCE Electronics 71.25 2,681 73.00 28.6 266.6 BUY 

Hana 

Microelectronics 69.50 1,557 65.50 8.1 127.4 BUY 

Nanofilm 

Technologies 

International 

Limited 

5.28 2,452 6.22 (1.0) N.A BUY 

 

Closing price as of  24 Jun 2021 

Source: DBS Bank, DBSV TH, Bloomberg Finance L.P. 
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A volatile 1H 2021 
 
Wild swing for tech sector. The Technology sector has 

reversed from being one of the worst-performing sectors 

YTD in our last update in March to one of the best-

performing sectors now. The technology sector has 

underperformed the broader market for most part of this 

year. With global governments intensifying the 

deployment of COVID-19 vaccines, there is a possibility of 

faster-than-expected reopening of the global economies. 

Hence, the focus has shifted from the growth stocks, 

including technology stocks, to the cyclical plays. The 

selloff was especially steep in April, amid rising fears of 

inflation and higher interest rates.  

 

However, with the spike in COVID-19 cases that led to the 

implementation of Phase 2 Heightened Alert in mid-May, 

The FTSE Technology Index staged a strong recovery and 

is back in favour, similar to the situation in 2020, when 

technology was the best-performing sector. 

 

FTSE Straits Times Sector Indices YTD Performance 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg Finance L.P., DBS Bank 

 

Relative Performance – STI vs FTSE Technology Index 

 
Source: Bloomberg Finance L.P., DBS Bank 

More room for growth. Although we expect the volatility to 

continue going forward, we believe that the technology 

sector will continue to grow in the longer term. We 

reiterate our view that there is still room for technology 

stocks to run as we are still in the early days of the 

economic recovery. Technology stocks typically 

outperform in the early stages of the bull market. 

 

We are still in the early days of economic recovery 

 
Source: Bloomberg Finance L.P., DBS Bank 

 

Expect inflation and rising interest rates to be 

manageable. On the back of the Fed’s recent shift of tone 

with regards to rate hikes, our interest rate strategists 

expect the Fed to start to taper at end-2021/early 2022, 

and the taper process could be concluded in six months. 

This could be followed by another approximately six 

months of waiting before the rate hike kicks in. The US 10-

year yield is expected to head towards the top of the 1.5-

2.0% pre-pandemic range, as we draw closer to Fed liftoff 

in late 2022/2023. Overall, we expect inflation and rising 

interest rates to be still manageable. 

 

Nasdaq vs US 10-Year Treasury Yields 

 

 

 

 

 

 

 

 

 

 

 
 
 

Source: Bloomberg Finance L.P., DBS Bank 
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How much more room for growth? 
 

Multiple growth engines. The growing demand for new 

technologies in areas such as 5G wireless network, cloud 

computing, AI, IoT, EV and autonomous driving, has been a 

catalyst for the sector. Furthermore, we believe flexible 

working arrangements will be debatable phenomenon at 

the workplace and telecommuting will continue to drive 

demand for servers and computing.  

 

Summary of sub-segment performance: 

 

1) 5G – 5G mobile adoption to grow at 2020-2025 

CAGR of 66%. This would in turn drive smartphone 

and semiconductor sales 

2) IoT – 5G, the rise of wearables, smart homes and 

smart cities to propel IoT market to grow at 3-year 

2020-2023 CAGR of 13.7%. 

3) Electric Vehicles (EV) and Autonomous Vehicles -  

Governments push for vehicles with cleaner 

emissions to drive EV and autonomous vehicles. EV 

sales are gaining traction globally 

4) Servers and Computers – Structural change leading 

to surge in demand. Global spending on IT 

infrastructure to grow at a 2020-2024 CAGR of 

10.5%; PC shipment to grow 18.2% y-o-y in 2021, 

despite a strong 2020. 

 

1) 5G 

 

Explosive surge in 5G adoption to drive smartphone and 

semiconductor sales. According to 5G Americas, the 

number of global 5G mobile subscriptions is expected to 

surge more than tenfold from 236m units in 2020 to 3bn 

units in 2025, representing a CAGR of 66%.  GSMA 

Intelligence estimates that the global market share of 5G 

mobile connections will reach 20.1% in 2025, from our 

estimated 4% in 2020. 5G’s transition has begun but is 

currently still in the nascent stage of adoption. With 

greater adoption going forward, this would in turn drive 

smartphone and semiconductor sales. 

Mobile 5G subscriptions worldwide from 2019 to 

2025 

 
Source: GSMA Intelligence, Statista, DBS Bank 

 

Forecast of 5G share of total mobile connections in 

2025 

 
Source: GSMA Intelligence, Statista, DBS Bank 

 

2) IoT 

 

IoT market to grow at 3-year CAGR of 13.7%. We believe 

key drivers of IoT adoption will be 5G, the rise of 

wearables, smart homes and smart cities. IDC is projecting 

global IoT spending to increase at a CAGR of 13.7%, from 

US$749m in 2020 to US$1.1bn in 2023.  
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Worldwide spending on IoT 

 
Source: IDC, Statista, DBS Bank 

 

5G also helps to propel IoT. The faster transmission of 

data, larger network capacity, and more stable and secure 

connection enabled by 5G will propel IoT. These are 

important features as they allow for real time data to be 

transmitted across many devices and on a stable and 

secure network.  

 

Wearables integrating health and technology. Technology 

companies are increasingly integrating the health features 

into their wearables. Some examples include heart rate 

and blood pressure monitors on smart watches, and even 

the ability to dial for an ambulance in the event of a 

detected fall. The global median age has increased from 

21.5 years in 1970 to over 30 years in 2019 and the 

higher-income geographies, across North America, 

Europe, and East Asia, tend to have a higher median age. 

We believe that older individuals tend to place more 

emphasis on their health and these wealthier nations 

could be large drivers for the IoT wearables segment given 

their size, purchasing power, and older population. 

MarketsandMarkets estimates the global wearable 

technology market size to grow at a CAGR of 18.0%, from 

US$116.2bn in 2021 to US$265.4bn in 2026.  

 

Number of Connected Wearable Devices 

Worldwide 

 
Source: Cisco Systems, Statista, DBS Bank 

Smart homes and smart cities. As more devices become 

connected to the Internet, smart homes and smart cities 

have risen in popularity. Smart devices enable automation 

and the collection of data, and we believe these are the 

two main reasons for its increased adoption. These two 

functions – automation and the collection of data – enable 

a wide array of use cases which can reap many benefits, 

ranging from energy savings to convenience, to increased 

efficiencies. For instance, streetlights with light sensors 

may be calibrated to turn on when the light intensity is 

low, thereby saving energy. IDC projects the spending on 

smart cities to grow at a CAGR of 15.2% from US$124.0bn 

in 2020 to US$189.5bn in 2023. 

 

Global Technology Spending on Smart Cities 

 
Source: IDC, Statista, DBS Bank 

 

3) Electric Vehicles and Autonomous Vehicles 

 

Governments push for vehicles with cleaner emissions. As 

global concerns on environmental pollution rise, various 

governments have set targets to ban the sale of petrol 

and diesel vehicles and are providing grants for vehicles 

with cleaner emissions. In addition, the advancements in 

battery technology are able to address some of the 

concerns on the viability of electric vehicles such as the 

drive range, charging time, availability of charging outlets, 

and cost. In 4Q20, the number of electric vehicles sold 

worldwide increased 125.9% y-o-y to 1.3m vehicles, 

representing a market share of 6.4%.  
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Growing Market Shares of Electric Vehicles  

 
Source: Various auto associations, Marklines, Bloomberg Finance L.P., 

DBS Bank 

 

EV sales are gaining traction globally. The International 

Energy Agency (IEA) estimates that yearly EV sales have 

jumped c.300% since 2015 to hit c.2.3m units in 2020. 

Surveys by Shell Energy Retail and Consumer Reports in 

the UK and US show growing acceptance by consumers in 

purchasing EVs, with c.70% of respondents considering 

purchasing an EV. However, the top concern hindering 

demand for EVs is the high cost which could be addressed 

in the medium-term as EV manufacturing gains 

economies of scale and innovation lowers cost. Indeed, 

Tesla reduced prices of the Tesla Model 3 in Europe in 

January 2021 by up to 9%. 

 

Global EV stock to reach over 100m vehicles by 

2030 

 
Source: IEA, DBS Bank 

 

Autonomous vehicles – yay or nay? While autonomous 

vehicles are still in its nascent stage of commercialisation 

and still have a long way to go, consumers are having 

mixed feelings on using them. The largest concern among 

consumers is the safety risk due to a machine error. In a 

survey conducted by Atomik Research in 2020, 30% of 

respondents were ready to ride an autonomous car then 

or within one year. However, we believe that consumers’ 

receptiveness could change in the future as we make 

progress in autonomous driving. Autonomous vehicles 

have much more semiconductor content than regular or 

even electric vehicles and they have the potential to be 

one of the drivers of demand for semiconductor chips. 

 

Consumers’ Readiness to Ride in an Autonomous 

Car 

 
Source: Atomik Research, Statista, DBS Bank 

 

EVs and autonomous vehicles use much more 

semiconductor chips 

 
Source: Semico Research, DBS Bank 
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Structural increase in semiconductor chips in vehicles. 

Infotainment and navigation systems have in the past 

driven the value of semiconductor chips in vehicles. With 

advancements in technology, vehicles are now able to 

integrate technologically advanced features such as voice 

recognition into their infotainment and navigation 

systems. These advanced systems will require more 

semiconductor chips in vehicles. 

 

Value of IC chips in vehicles continues to increase 

 
Source: OICA, IDC, Bloomberg Finance L.P., DBS Bank Estimates 

 

4) Servers and Computers 

 

Flexible working arrangements are here to stay. After 

having experienced working from home, individuals either 

love it, hate it, or prefer a mix of working from home and 

working in their office. Regardless of their preferences, 

working from home or flexible working arrangements will 

no longer be an impossible task and we believe that it will 

be considered by some companies as a permanent fixture 

due to their benefits. These include cost savings (travelling 

and accommodation expenses) and less time wasted 

travelling to the workplace. 

 

Telecommuting to continue to drive demand for data 

centre chips. The increased work/school from home 

arrangements due to the COVID-19 pandemic has 

resulted in a surge in demand for unified communications 

and collaboration (UC&C) solution providers (Zoom, 

Webex, Microsoft Teams, and Skype) as individuals 

telecommute. This structural change will drive the longer-

term demand for data centres and server processors. As 

of January 2021, IDC is projecting that the global spending 

on IT infrastructure will grow at a CAGR of 10.5% from 

US$74.1bn in 2020 to US$110.5bn in 2024. 

 

 

 

 

 

 

Servers and Storage sold rises in 2020 

 
Source: IDC, Bloomberg Finance L.P., DBS Bank 

 

Global Spending on Cloud IT Infrastructure 

 
Source: IDC, Statista, DBS Bank 

 

Structural change leading to surge in computers. The 

volume of computers sold y-o-y has been rising at double 

digits since 2Q20. In 1Q21, the volume of computers sold 

surged 55.7% y-o-y to 124.3m units. The main driver of 

growth has been the sale of notebooks which jumped 

83.7% y-o-y to 63.2m units in 1Q21. IDC has revised its 

forecast for PC shipment y-o-y growth for 2021 to 18.2%, 

from its 1.6% forecast in December 2020. 
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PC sales increased across all segments 

 
Source: IDC, Bloomberg Finance L.P., DBS Bank 

 

Total PC units sold continues strong trend in 1Q21 

 
Source: IDC, Bloomberg Finance L.P., DBS Bank 
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Maintain positive view on semiconductor 
 

Tailwinds remain strong. With the structural trends driving 

technology, tailwinds remain strong for the semiconductor 

industry, which is at the heart of the global economy. The 

recent chip shortage is another shot in the arm for this 

growing industry. 

 

Less cyclical now, long-term uptrend intact. In the past, the 

semiconductor industry was cyclical in nature, with each 

cycle lasting about 2-4 years. With the various new 

demand drivers in place, including the acceleration of the 

digital adoption pace driven by the COVID-19 pandemic 

and the recent chip shortage issues, we expect this 

industry to be less cyclical going forward. The long-term 

uptrend, as shown by the dotted black line (refer to chart 

below) based on the worldwide semiconductor shipment 

data, is expected to remain intact. The semiconductor 

industry was also able to rebound swiftly after each major 

crisis – Asian Financial Crisis, dot.com crisis, global financial 

crisis and the US-China trade war.  

 

 

 

Worldwide semiconductor shipment 

 

 

 

 

 

 

 

 

 

 

 

Source: SEMI, CEIC, DBS Bank 

 

Equipment billing data in its 20th consecutive y-o-y growth. 

The US 3-month semiconductor equipment billings, 

another indicator that we track closely, increased 53.1% y-

o-y in May 2021 to US$3.59bn. Since we turned positive in 

October 2019, after seeing the first sign of a positive y-o-y 

change, the semiconductor industry has been charging 

higher. The equipment billing data recorded its 20th 

consecutive y-o-y monthly increase in May 2021. 

 

 

 

 

 

 

 

 

Strong momentum for US semiconductor 

equipment billings 

  

Source: SEMI, CEIC, DBS Bank 
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Where is the demand for chips coming from? 

 

Chip industry to grow at 10-year CAGR of 5.9%. Based on 

the data from IDC, the semiconductor industry is expected 

to grow at a 10-year CAGR of 5.9% from 2016 to 2025. The 

year 2020 saw a y-o-y growth of 10.8 % and 2021 is 

expected to register another strong y-o-y growth of 12.5%.  

 

Wireless communication and automotive leading the 

growth. In terms of growth within the sub-segments, the 

wireless communication and automotive industries are 

expected to register above-industry y-o-y growth rates. 

The wireless communication segment grew 11.8% in 2020 

and is expected to register an even stronger growth of 

22.5% in 2021. The automotive division is expected to turn 

around in 2021 with a y-o-y growth of 13.5% in 2021, from 

-2.1% in 2020.  

 

Telecommuting to drive the demand for wireless 

communication and computing chips. The bulk of the 

chips are used in wireless communication and computing, 

accounting for 64% of the total market size for chips in 

2020. We continue to expect some conversion to flexible 

working even as we emerge from the COVID-19 pandemic 

with the rollout of the vaccines. Hence, communication 

and computing chips should still be in demand. 

 

Global semiconductor market size  

 
Source: IDC, Bloomberg Finance L.P., DBS Bank 

Increasing capacity to meet rising demand 

 

On the back of the strong demand, exacerbated by the 

chip shortage, chip makers are ramping up production 

and increasing their capacity in an attempt to meet the 

rising demand. The global semiconductor manufacturing 

capacity is expected to increase 5.7% y-o-y in 2021, 

followed by another 6.1% rise in 2022. Key players like 

TSMC and Intel are increasing their capex spending over 

the next few years. TSMC plans to spend US$100bn in 

three years, to increase capacity to support the 

manufacturing and R&D of advanced semiconductor 

technologies while Intel’s capex spending for 2021 is 

expected to be US$20bn.  

 

In the longer term, adding capacity to the industry rather 

than the reallocation of resources seems to be a more 

sustainable solution. According to SEMI, semiconductor 

manufacturers worldwide will have started construction 

on 19 new high-volume fabs by the end of this year and 

another 10 in 2022, to meet accelerating demand for 

chips across a wide range of markets.   

 

Global Semiconductor Manufacturing Capacity 

 
Source: IDC, Bloomberg Finance L.P., DBS Bank 
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Valuation and Recommendation 
 

Singapore cheapest in terms of PE. In terms of 

valuation, Singapore tech stocks are still the cheapest, 

compared to peers in the region, including Malaysia, 

Thailand and some of the HK-listed technology stocks.  

 

5-Year Sector Forward PE* (x) – Singapore 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Bloomberg Finance L.P., DBS Bank 

*market cap weighted 

 

But earnings growth a tad lower. However, in terms of 

earnings growth, Singapore tech stocks are a tad lower. 

Stocks under our coverage, ex Nanofilm, are projected 

to register an average growth of 17.2% for FY21F and 

another 8% for FY22F. Earnings growth for Malaysia is 

expected to be higher, at 51.3% and 14.6% for FY21F 

and FY22F respectively, mainly driven by Inari, whereas 

the projected growth for Thailand of 26.9% for FY21F 

and 20.3% for FY22F, is mainly led by KCE Electronics. 

Average PE and earnings growth 

 

Source: Bloomberg Finance L.P., DBS Bank 

*ex Nanofilm 

 

Strong balance sheet and strong cashflow. Except SVI, 

all of the tech companies in our coverage are in a net 

cash position, with strong operating cashflows. Hence, 

they would not be affected in a rising interest rate 

environment, as compared to peers that are highly 

geared.  

 

Healthy cash position for opportunistic acquisitions. A 

healthy cash position can also help to propel growth via 

opportunistic acquisitions. AEM has recently acquired 

CEI Limited while UMS has upped its stake in JEP 

Holdings. Frencken is also on the lookout for suitable 

targets to grow, both organically and inorganically. 

 

Potential takeover target. A healthy cash pile could also 

be an attractive takeover target. Within our coverage, 

net cash as a percentage of market capitalisation for 

Valuetronics and Fu Yu are among the highest, at 68% 

and 44% respectively. 

 

  

 PE (x) 

21F 

PE (x) 

22F 

EPS Gth 

(%)  21F 

EPS Gth 

(%) 22F 

Singapore* 12.2 10.8 17.2 8.9 

Malaysia 31.1 27.4 51.3 14.6 

Thailand 34.7 29.0 26.9 20.3 
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Cashflow and Balance Sheet Strength 

Company 

Net 

Debt/Equity (x) 

Total Debt* 

($m) 

Net Cash* 

($m) 

Mkt Cap 

(U$m) 

Net cash as 

% of Mkt Cap 

Cashflow from 

Operation* ($m) 

Dividend Payout 

Ratio 

Singapore        

AEM Holdings Cash 0.0 134.8 746 13% 86.3 25% 

Frencken Cash 67.3 107.1 549 15% 147.0 30% 

Fu Yu Cash 0.0 106.6 182 44% 32.7 71% 

Nanofilm Cash 39.8 187.0 2,597 5% 80.4 17% 

UMS Holdings Cash 21.8 32.0 573 4% 72.1 51% 

Valuetronics Cash 0.0 1091.7 207 68% 327.8 49% 

Venture Corp Cash 0.0 928.7 4,279 16% 453.2 73% 

Malaysia        

Globetronics Cash 0.0 163.7 352 11% 88.5 98% 

Inari Amertron Cash 9.1 585.5 2,598 5% 354.3 92% 

Malaysia Pacific Ind Cash 35.8 799.4 1,862 10% 434.8 35% 

Unisem Cash 207.4 456.7 1,466 8% 394.6 34% 

Thailand        

Delta Electronics Thai Cash 0.0 13881.8 16,104 3% 7233.1 58% 

Hana Microelectronics Cash 0.0 9667.2 1,557 20% 3147.2 59% 

Humanica Cash 137.6 336.9 234 5% 260.3 50% 

KCE Electronics 0.0 2346.1 -3.7 2,681 0% 3941.6 83% 

SVI PCL 0.3 3110.4 -1169.0 344 -11% 3277.8 34% 

 

*Local currency 

Source: Bloomberg Finance L.P., DBS Bank, DBSV TH 
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Stock Picks 

 

Upstream 

 

No changes in our semiconductor picks. We maintain 

our positive view on AEM, UMS, Frencken and Inari. 

These stocks continue to ride on the secular uptrend 

for the semiconductor industry. The current chip 

shortage is also another plus point for these stocks. 

 

AEM (BUY, TP: S$4.73) – Temporary blip in growth story, 

look beyond 1H21. AEM recently reported weaker-than-

expected 1Q21 results, and we believe its 2Q21 results 

could continue to be muted as well, owing to its key 

customer transitioning from old to new tools. We urge 

investors to look beyond 1H21. We believe AEM will 

benefit from a pipeline of catalysts. These include the 

ramp-up of its next-generation tools to its key customer 

from 3Q21 and potential new customers in FY22.  

 

UMS (BUY, TP: S$1.83) – Poised to ride on rising global 

chip demand. Its stronger-than-expected 1Q21 results 

reinforced our positive view on UMS. The group is in a 

sweet spot to ride on strong global chip demand, on the 

back of the acceleration of 5G, artificial intelligence (AI) 

and other technology-driven developments.  

 

Frencken (BUY, TP: S$1.98) – Charging higher with 

semiconductor. Frencken’s strong presence in various 

key segments has provided diversification benefits, and 

resilience and stability. Its growing semiconductor 

division, which accounts for 36% of 1Q21 revenue, up 

from 30% in FY20 and c.20% in FY19, is the key growth 

driver. The stock staged a strong rebound post its stellar 

1Q21 results, which was above our expectations.  

 

Inari (BUY, TP: RM3.85) – Prelude to something big with 

recent private placement? Inari is currently undertaking 

a 10% private placement, which we think could be a 

prelude to something bigger – i.e. securing new major 

customers or executing value-creating M&A.  

 

Coupled with secured sales and earnings visibility driven 

by its RF (radio frequency) segment, we expect Inari’s 

valuation re-rating to continue, which is also helped by 

positive sentiment for the tech sector. Our RM3.85 TP 

on Inari is based on 35x FY22 PE. 

YTD performance of our semiconductor picks 

 

 

 

 
 
 
 
 
 
 
 
 
Source: Bloomberg Finance L.P., DBS Bank 

 

Mid-downstream 

 

Nanofilm (BUY, TP: S$6.22) – Differentiating 

technologies with multiple avenues to capture high-

growth opportunities. Though Nanofilm could see some 

deferment of selected 3C (computer, communication, 

consumer electronics) projects from the initial 

production schedules due to chip shortage, short-term 

fluctuations in orders is common in the 3C market. 

Overall, we expect minimal impact to the group as the 

run rate for its other industries is on track.   

 

Nanofilm’s differentiated and highly-adaptable one-of-its 

kind vacuum coating technologies and processes, which 

are applicable to a diverse range of industries, set it 

apart from its competitors. Though 3C accounts for the 

bulk of about 80% of total revenue, the group has 

recently ventured into the clean energy space, together 

with Temasek. We like Nanofilm for its multiple avenues 

to capture high-growth opportunities, and project 

strong earnings growth of 45% for FY21F and another 

21% in FY22F, on increasing adoption of 

nanotechnology. 

 

KCE (BUY, TP under review) – Strong earnings growth, 

supported by capacity expansion and improvement in 

margins. KCE is a leading manufacturer of printed circuit 

boards (PCB), with over 70% of revenue coming from 

automotive end applications.  The company is ranked 

the eighth-largest automotive PCB maker of the world. 

Orders remain robust from customers in both the 

automotive and consumer sectors.  Based on current 

orders, KCE’s capacity will be full until November 2021.  

Note that this takes into account the additional capacity   
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that will come on stream in September and October 

2021.  We expect KCE’s earnings to double in 2021 

before rising further by 17% in 2022. This should be 

supported by capacity expansion and the strong 

improvement in gross profit margin due to increase in 

selling prices, change in product mix towards high-

margin products and improvement in operating 

efficiency. 

 

HANA (BUY, TP under review) – Robust demand; 

successful mass production of new products to boost 

revenue and margins. HANA is an electronic 

manufacturing services (EMS) provider. The major 

product groups are Printed Circuit Board Assembly 

(PCBA) and Integrated Circuit Assembly (ICA) and testing, 

Light Emitting Diodes (LED), and Liquid Crystal on Silicon 

(LCoS) assembly. HANA still sees robust demand from 

the automotive, cloud computing, 5G, industrial, and 

consumer sectors. Overall IC demand remains very 

strong and the additional equipment should help 

increase its output in 2H21 and 2022. In addition, HANA 

has been working on a new product development in the 

power management business to produce Silicon 

Carbide SiC diodes for three years.  The first set of 

prototype devices were finally completed and shipped 

to interested customers for performance and quality 

testing. The SiC is the fastest-growing segment in the 

power semiconductor industry, driven by the electric 

vehicle segment. Successful mass production of this 

product, if any, should help boost HANA’s revenue and 

gross margin in the medium-to-long term.   

 

 

Key Statistics 

 
^: target price under review 
Source: Bloomberg Finance L.P., DBS Bank, DBSV TH 

  



Industry Focus 

ASEAN Technology 

 

   

 
  Page 14 

 

 

DBS Bank recommendations are based on an Absolute Total Return* Rating system, defined as follows: 

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUED (negative total return, i.e.,  > -10% over the next 12 months) 

SELL (negative total return of > -20% over the next 3 months, with identifiable share price catalysts within this time frame) 

*Share price appreciation + dividends 

 

Completed Date:  25 Jun 2021 07:28:26  (SGT) 

Dissemination Date: 25 Jun 2021 08:25:42  (SGT) 

 

Sources for all charts and tables are DBS Bank unless otherwise specified. 

 

GENERAL DISCLOSURE/DISCLAIMER  

This report is prepared by DBS Bank Ltd. This report is solely intended for the clients of DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte 

Ltd, its respective connected and associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or 

duplicated in any form or by any means or (ii) redistributed without the prior written consent of DBS Bank Ltd.      

 

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to 

DBS Bank Ltd, its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents 

(collectively, the “DBS Group”) have not conducted due diligence on any of the companies, verified any information or sources or taken into 

account any other factors which we may consider to be relevant or appropriate in preparing the research.  Accordingly, we do not make any 

representation or warranty as to the accuracy, completeness or correctness of the research set out in this report. Opinions expressed are 

subject to change without notice. This research is prepared for general circulation. Any recommendation contained in this document does 

not have regard to the specific investment objectives, financial situation and the particular needs of any specific addressee. This document 

is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should 

obtain separate independent legal or financial advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or 

consequential loss (including any claims for loss of profit) arising from any use of and/or reliance upon this document and/or further 

communication given in relation to this document. This document is not to be construed as an offer or a solicitation of an offer to buy or sell 

any securities. The DBS Group, along with its affiliates and/or persons associated with any of them may from time to time have interests in 

the securities mentioned in this document. The DBS Group, may have positions in, and may effect transactions in securities mentioned 

herein and may also perform or seek to perform broking, investment banking and other banking services for these companies. 

 

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and 

there can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or 

risk assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete 

or condensed, it may not contain all material information concerning the company (or companies) referred to in this report and the DBS 

Group is under no obligation to update the information in this report. 

 

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no 

planned schedule or frequency for updating research publication relating to any issuer.   

 

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates 

and assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the 

estimates on which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary 

significantly from actual results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments 

described herein IS NOT TO BE RELIED UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with 

the aforesaid entities), that: 

 

(a)  such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and 

(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or 

risk assessments stated therein. 
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Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets. 

 

Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) 

mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating 

to the commodity referred to in this report.  

 

DBSVUSA, a US-registered broker-dealer, does not have its own investment banking or research department, has not participated in any 

public offering of securities as a manager or co-manager or in any other investment banking transaction in the past twelve months and does 

not engage in market-making.   

 

ANALYST CERTIFICATION 

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the 

companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of 

his/her compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The 

research analyst (s) primarily responsible for the content of this research report, in part or in whole, certifies that he or his associate1 does 

not serve as an officer of the issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the 

management company of the real estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the 

entity who is responsible for the management of the issuer or the new listing applicant) and the research analyst(s) primarily responsible for 

the content of this research report or his associate does not have financial interests
2
  in relation to an issuer or a new listing applicant that 

the analyst reviews.  DBS Group has procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in 

connection with the production of research reports.  The research analyst(s) responsible for this report operates as part of a separate and 

independent team to the investment banking function of the DBS Group and procedures are in place to ensure that confidential 

information held by either the research or investment banking function is handled appropriately.  There is no direct link of DBS Group's 

compensation to any specific investment banking function of the DBS Group. 

 

COMPANY-SPECIFIC / REGULATORY DISCLOSURES  

1. DBS Bank Ltd, DBS HK, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS'') or their subsidiaries and/or other affiliates have a 

proprietary position in Venture Corporation, recommended in this report as of 31 May 2021. 

 

2. Neither DBS Bank Ltd nor DBS HK market makes in equity securities of the issuer(s) or company(ies) mentioned in this Research Report.  

 

Compensation for investment banking services: 

3. DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of securities 

as a manager or co-manager or in any other investment banking transaction in the past twelve months. Any US persons wishing to 

obtain further information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed 

in this document should contact DBSVUSA exclusively.            

 

Disclosure of previous investment recommendation produced: 

4. DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other affiliates may have published other 

investment recommendations in respect of the same securities / instruments recommended in this research report during the 

preceding 12 months. Please contact the primary analyst listed in the first page of this report to view previous investment 

recommendations published by DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other 

affiliates in the preceding 12 months.      

 

 
1 An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust 

of which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another 

person accustomed or obliged to act in accordance with the directions or instructions of the analyst.   

2 Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an 

issuer or a new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or 

analysis.  This term does not include commercial lending conducted at arm's length, or investments in any collective investment scheme 

other than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer 

or a new listing applicant.   
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RESTRICTIONS ON DISTRIBUTION  

General This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or 

resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, 

availability or use would be contrary to law or regulation. 

 

Australia This report is being distributed in Australia by DBS Bank Ltd, DBSVS or DBSV HK. DBS Bank Ltd holds Australian 

Financial Services Licence no. 475946. 

 

DBSVS and DBSV HK are exempted from the requirement to hold an Australian Financial Services Licence under 

the Corporation Act 2001 (“CA”) in respect of financial services provided to the recipients. Both DBS Bank Ltd and 

DBSVS are regulated by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK is 

regulated by the Hong Kong Securities and Futures Commission under the laws of Hong Kong, which differ from 

Australian laws. 

 

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA. 

 

Hong Kong This report has been prepared by a person(s) who is not licensed by the Hong Kong Securities and Futures 

Commission to carry on the regulated activity of advising on securities in Hong Kong pursuant to the Securities and 

Futures Ordinance (Chapter 571 of the Laws of Hong Kong). This report is being distributed in Hong Kong and is 

attributable to DBS Bank (Hong Kong) Limited, a registered institution registered with the Hong Kong Securities 

and Futures Commission to carry on the regulated activity of advising on securities pursuant to the Securities and 

Futures Ordinance (Chapter 571 of the Laws of Hong Kong). DBS Bank Ltd., Hong Kong Branch is a limited liability 

company incorporated in Singapore.  

For any query regarding the materials herein, please contact Carol Wu (Reg No. AH8283) at dbsvhk@dbs.com 

 

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.  

 

Malaysia This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, 

received from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in 

connection with this report. In addition to the General Disclosure/Disclaimer found at the preceding page, 

recipients of this report are advised that ADBSR (the preparer of this report), its holding company Alliance 

Investment Bank Berhad, their respective connected and associated corporations, affiliates, their directors, officers, 

employees, agents and parties related or associated with any of them may have positions in, and may effect 

transactions in the securities mentioned herein and may also perform or seek to perform broking, investment  

banking/corporate advisory and other services for the subject companies. They may also have received 

compensation and/or seek to obtain compensation for broking, investment banking/corporate advisory and other 

services from the subject companies. 

 

Wong Ming Tek, Executive Director, ADBSR 

 

Singapore This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company 

Regn No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and 

regulated by the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, 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, DBS Bank Ltd accepts legal responsibility 

for the contents of the report to such persons only to the extent required by law. Singapore recipients should 

contact DBS Bank Ltd at 6327 2288 for matters arising from, or in connection with the report. 

 

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.  
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United 

Kingdom 

This report is produced by DBS Bank Ltd which is regulated by the Monetary Authority of Singapore.  

 

This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd, ("DBSVUK"). DBSVUK is 

authorised and regulated by the Financial Conduct Authority in the United Kingdom.  

 

In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected 

and associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or 

duplicated in any form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This 

communication is directed at persons having professional experience in matters relating to investments. Any 

investment activity following from this communication will only be engaged in with such persons. Persons who do 

not have professional experience in matters relating to investments should not rely on this communication. 

 

Dubai 

International 

Financial 

Centre  

This research report is being distributed by DBS Bank Ltd., (DIFC Branch) having its office at units 608 - 610, 6th 

Floor, Gate Precinct Building 5, PO Box 506538, DIFC, Dubai, United Arab Emirates. DBS Bank Ltd., (DIFC Branch) is 

regulated by The Dubai Financial Services Authority. This research report is intended only for professional clients 

(as defined in the DFSA rulebook) and no other person may act upon it. 

 

United Arab 

Emirates 

This report is provided by DBS Bank Ltd (Company Regn. No. 196800306E) which is an Exempt Financial Adviser as 

defined in the Financial Advisers Act and regulated by the Monetary Authority of Singapore. This report is for 

information purposes only and should not be relied upon or acted on by the recipient or considered as a 

solicitation or inducement to buy or sell any financial product. It does not constitute a personal recommendation 

or take into account the particular investment objectives, financial situation, or needs of individual clients. You 

should contact your relationship manager or investment adviser if you need advice on the merits of buying, selling 

or holding a particular investment. You should note that the information in this report may be out of date and it is 

not represented or warranted to be accurate, timely or complete. This report or any portion thereof may not be 

reprinted, sold or redistributed without our written consent. 

 

United States This report was prepared by DBS Bank Ltd.  DBSVUSA did not participate in its preparation.  The research 

analyst(s) named on this report are not registered as research analysts with FINRA and are not associated persons 

of DBSVUSA. The research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, 

communications with a subject company, public appearances and trading securities held by a research analyst. 

This report is being distributed in the United States by DBSVUSA, which accepts responsibility for its contents. This 

report may only be distributed to Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other 

institutional investors and qualified persons as DBSVUSA may authorize.  Any U.S. person receiving this report who 

wishes to effect transactions in any securities referred to herein should contact DBSVUSA directly and not its 

affiliate.  

 

Other 

jurisdictions 

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for 

qualified, professional, institutional or sophisticated investors as defined in the laws and regulations of such 

jurisdictions. 
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