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Investment Summary 
AAC Technology announced the company’s interim results as of 30 September 2021. During 
the period, the Group’s revenue was RMB 12.9 billion (+4.0% yoy). The Gross profit margin is 
26.3% (+3.0% yoy) and the net profit is RMB 1.1 billion (+47.1% yoy). The performance of the 
third quarter of 2021 was under pressure. Major domestic customers (such as OPPO, Vivo) 
delayed or cancelled some models due to the chip shortages, which led to weaker demand 
and the impact of overseas epidemics, resulting in a decline in the gross profit margin of 
Android’s acoustics business. In 3Q21, the revenue was RMB 4.25 billion (-6.1% yoy) and the 
gross profit margin was 22.7% (-0.9 ppts yoy), while net profit and net profit margin are RMB 
180 million and 4.3% (-57.4% and -5.2 ppts yoy respectively). Looking ahead to the fourth 
quarter, the company’s performance is expected to increase qoq, and the year-on-year 
growth in net profit for the full-year net profit forecast is revised down by approximately 23% 
(previous estimation: RMB 2.05 billion) 
 
Increased proportion of Android acoustic products, the gross profit margin in 4Q21 is 
expected to rebound from 3Q21 
In 3Q21, the company’s acoustic business revenue was RMB 2.20 billion (+1.9% yoy and +7.8% 
qoq). The gross profit margin was 26.3% (-0.3ppts yoy and -2.1 ppts qoq). Mainly due to the 
impact of the overseas epidemic that continued into the third quarter, the gross profit margin 
of Android acoustic products dropped by 7.4ppts. As the Vietnam factory has fully resumed 
normal production in the fourth quarter, the production capacity and yield have been 
improved, and the company’s standardized small-cavity acoustic modules accounted for close 
to 10% of Android acoustic products, and continued to improve. The increase in shipments of 
standardized products us expected to further increase the gross profit margin of Android 
acoustic products and by gradually penetrating the low-end smart phone market to increase 
the company’s customer base. In addition, the company is cooperating with a well-known 
Chinese domestic automotive OEM to co-develop an audio system in smart cockpit for its new 
concept car. At the same time, the company is  also cooperating with a leading Chinese electric 
vehicles manufacturer to co-develop mass-produced products. It is expected that the 
company’s in-vehicle acoustic system products will be installed on new models in the future. 
 
Performance of optical business under pressure in the third quarter 
In 3Q21, the company’s optical business revenue was RMB 390 million (-17.6% yoy and -51.6% 
qoq). The gross profit margin was 15.0% (-9.6ppts yoy and -7.0 ppts qoq) Mainly due to the 
shortage of upstream chips and raw materials, domestic customers postponed and cancelled 
some models of mobile phone, resulting in weaker demand. After excluding in the shipments 
of self-supplied modules, the company’s plastic lens shipments dropped by 56.6% qoq, and 
6P shipments remained at about 11%. Due to the lower capacity utilization level and average 
unit price, the gross profit margin of plastic lenses in the third quarter fell by 8.7 ppts from 
the previous quarter to 24.7%. It is expected that the shortage of upstream chips in the the 
fourth quarter will be alleviated, and the company’s customers’ orders will resume. Shipments 
and gross profit margin will pick up. The monthly shipments of optical modules decreased by 
21.3% qoq and shipments were about 5 million. It is expected that shipments of optical 
modules will resume in the fourth quarter.  
 
 
 
 
 
 
 
 

Accumulate (Downgrade) 
CMP HKD 35.80 
(Closing price as of 24 Nov.) 

Target HKD 38.35 (+7.12%) 

 
COMPANY DATA 

O/S SHARES (MN) : 1,208.50 

MARKET CAP (HKD BN) : 43.26 

52 - WK HI/LO (HKD): 59.80/ 31.15 

  

  

  

 

SHARE HOLDING PATTERN, % 

Pan Benjamin Zhengmin 41.06% 

J.P. Morgan Chase & Co. 9.96% 

Jiang Jinzhi 5.09% 

 

 

PRICE VS. HSI 
 

 
Source: Wind, Phillip Securities (HK) Research 

 

KEY FINANCIALS 

CNY mn FY19 FY20 FY21E FY22E 

Net Sales 17,884 17,140 16,921 20,180 

Net Profit 2,222 1,507 1,576 2,137 

EPS, CNY cent 1.84 1.25 1.30 1.77 

P/E, x 17.46 24.17 23.33 17.21 

BVPS, CNY 16.00 18.06 19.10 20.61 

P/BV, x 2.00 1.67 1.59 1.48 
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Non-smart phone business of precision structural parts improves 
In 3Q21, the company’s electromagnetic drives and precision mechanics business revenue 
was RMB 1.4 billion (-7.9% yoy and 14.5% qoq). The gross profit margin was 20.3% (+0.2% yoy 
and -1.9% qoq). In terms of precision structural parts business, its shipment volume increased 
by 33.8%. At the same time, the company has accelerated its entry into the notebook 
computer and tablet computer market. The company’s acquisition on Toyo Precision is 
expected to bring synergies to the existing precision mechanics business. It is expected that 
the non-smart phone business revenue will account for more than 15% of the precision 
structural parts in the end of 2021. In terms of electromagnetic drives business, 3Q21 Android 
client horizontal linear motor shipments doubled yoy. Through the launch of an integrated 
“hardware+ software” customer’s upgrade and increase market share, it is meeting the needs 
and promotion of high-, middle- and low-end Android customers’ mobile phones. With 
customer product upgrades, the market penetration rate of the company’s products will be 
increased.  
 
Multi-dimensional expansion of the MEMS market 
In 3Q21, the company’s revenue from the MEMS business was RMB 254 million (-31.1% yoy 
and +6.5% qoq). The gross profit margin was 15.3% (-3.7 ppts and -0.6 ppts qoq). Mainly due 
to the rise in the price of upstream chips, the production cost has risen, and the prices of 
major customers’ products have fallen. With the gradual increase in the proportion of self-
made MEMS microphone chips, the production cost will be reduced. It is expected that the 
company’s MEMS microphones will expand to TWS headsets, smart speakers, tablets, vehicles, 
and other markets while maintaining a high market share in the smartphone market. 
 
Company valuation 
We lowered the net profit forecast for 2021/ 2022/ 2023 to RMB 1.58/ 2.14/ 2.74 billion, and 
the compounded annual growth rate for 21-23 is 31.9%.  The main consideration is that the 
shortage of the mobile phone industry supply chain in the fourth quarter will be alleviated, 
the company’s gross profit margin will increase in the fourth quarter, and the proportion of 
the Android customer base will gradually increase. The new WLG glass-plastic hybrid lens 
project will start in the fourth quarter. Therefore, the company maintains its P/E ratio of 25.0x, 
and the target price is lowered to HKD 38.35 which corresponds to the stock P/E ratio of 25.0x/ 
18.4x/ 14.4x in 2021/ 2022/ 2023, which is downgraded to an “Accumulate” rating. 
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Current Price as of: 24th November  
Source： PSHK 

Consolidated Statement of Profit or Loss Consolidated Statement of Financial Position

Dec Y/E, RMB mn FY19 FY20 FY21E FY22E FY23E Dec Y/E, RMB mn FY19 FY20 FY21E FY22E FY23E

Revenue 17,884    17,140    16,921    20,180    24,226    Non Current Asset

COGS (12,777)   (12,913)   (12,521)   (14,734)   (17,547)   PPE 16,911      18,592      20,542      22,567      24,851      

Gross Profit 5,107      4,227      4,399      5,446      6,678      GoodWill 164           164           164           164           -                

S&A expense (275)        (285)        (288)        (343)        (441)        Intangible assets 434           373           325           276           227           

R&D expense (643)        (672)        (677)        (787)        (957)        Others 1,526        2,567        2,765        2,597        2,430        

Admin. expense (1,717)     (1,920)     (1,692)     (2,018)     (2,423)     Total Non Current Assets 19,400      22,062      23,796      25,605      27,673      

Other gains and losses 329         650         317         416         554         Current Asset

Operating Profit 2,801      2,000      2,060      2,714      3,412      Bank balances and cash 5,512        7,540        7,630        6,839        6,098        

Finance costs (248)        (353)        (275)        (294)        (307)        T/R 5,576        5,176        5,163        6,052        7,419        

Other income/ expense -              -              -              -              -              Inventories 3,664        3,995        3,609        4,215        5,094        

Profit before tax 2,552      1,648      1,785      2,419      3,105      Others 55             138           138           138           138           

Income tax expense (330)        (147)        (214)        (290)        (373)        Total Current Assets 14,808      16,850      16,540      17,244      18,748      

NCI 0             6             6             8             10           Total Assets 34,207      38,911      40,336      42,849      46,421      

Profit for the year 2,222      1,507      1,576      2,137      2,743      Non Current Liabilities

Bond borrowings 3,850        2,543        2,543        2,543        2,543        

EPS (RMB) 1.84        1.25        1.30        1.77        2.27        Others 3,286        5,168        5,168        5,168        5,168        

Total Non Current Liabilities 7,136        7,711        7,711        7,711        7,711        

Current Liabilities

Bank borrowings 1,876        3,349        3,349        3,349        3,349        

T/P 5,474        5,205        5,363        6,061        7,330        

Others 361           827           827           827           827           

Total Current Liabilities 7,711        9,380        9,539        10,236      11,505      

Equity

Share capital 98 98 98 98 98

Reserve 19,253      21,061      22,332      24,156      26,470      

Key Financial Data Non controlling interest 10             662           656           648           638           

Dec Y/E FY19 FY20 FY21E FY22E FY23E Total Equity 19,361      21,821      23,086      24,902      27,206      

Valuation Ratio Total Liabilities and Equity 34,207      38,911      40,336      42,849      46,421      

P/E ratio, x 17.46 24.17 23.33 17.21 13.41

P/B ratio, x 2.00 1.67 1.59 1.48 1.35 Consolidated Statement of Cash Flow

Dividend Yield , % 1.12% 0.84% 0.85% 1.17% 1.49% Dec Y/E, RMB mn FY19 FY20 FY21E FY22E FY23E

CFO 3,843        3,593        4,801        4,296        4,975        

Per share data (RMB) Profit before tax 2,552        1,648        1,785        2,419        3,105        

EPS 1.84 1.25 1.30 1.77 2.27 D&A 2,176        2,478        2,397        2,670        2,912        

BVPS 16.00 18.06 19.10 20.61 22.51 Chg in working cap (728)          (527)          558           (797)          (976)          

DPS (HKD) 0.40 0.30 0.31 0.42 0.53 Income tax paid (370)          (262)          (214)          (290)          (373)          

Others (35)            (96)            -                -                -                

Growth & Margin CFI (3,395)       (3,262)       (4,132)       (4,479)       (4,980)       

Growth Capex (2,833)       (4,735)       (4,132)       (4,479)       (4,980)       

Revenue Growth -1.4% -4.2% -1.3% 14.0% 10.0% Others (562)          1,473        -                -                -                

Gross Profit Growth -24.3% -17.2% 4.1% 23.8% 22.6% CFF 255           2,582        (580)          (608)          (736)          

Operating Profit Growth -38.2% -28.6% 3.0% 31.8% 25.7% Interest paid (233)          (300)          (275)          (294)          (307)          

Net Profit Growth -41.5% -32.5% 4.6% 35.6% 28.3% Dividend paid (1,531)       (107)          (305)          (313)          (429)          

Margin Total bond issurance (263)          356           -                -                -                

Gross Profit Margin 28.6% 24.7% 26.0% 27.0% 27.6% Others 2,282        2,632        -            -            -            

Operating Profit Margin 15.7% 11.7% 12.2% 13.4% 14.1% Net Change in Cash 704           2,913        89             (791)          (741)          

Net Profit Margin 12.4% 8.8% 9.3% 10.6% 11.3% Foreign exchange 51             (187)          -                -                -                

Cash and CE at Y/E 4,814        7,540        7,630        6,839        6,098        

Key Ratios

ROE 11.6% 7.3% 7.0% 8.9% 10.5%

ROA 6.9% 4.1% 4.0% 5.1% 6.1%
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We do not base our recommendations entirely on the above quantitative return bands.  We consider qualitative factors like (but not limited to) a stock's 
risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative undertones 
surrounding the stock, before making our final recommendation 

 
GENERAL DISCLAIMER 

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and 

limitations set out below.  

 

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or 

consequential loss arising from any use of material contained in this publication.  

 

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis, 

forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief 

only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate, 

complete or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not 

have any responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will 

Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made available, 

even if it has been advised of the possibility of such damages.  

 

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time without 

prior notice.  

 

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 

particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a 

financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person, 

before making a commitment to invest in any of such products. 

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of judgment. The fact 

that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product described 

in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication involve 

significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all such risks 

are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect 

to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.  

 

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research 

should take into account existing public information, including any registered prospectus in respect of such security. 
 

Disclosure of Interest 
Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation covered in this 

report. 

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1% or 

more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation. 
 
Availability 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where such 

distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or licensing or 

other requirement, or penalty for contravention of such requirements within such jurisdiction. 

 

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any 

loss occasioned by reliance placed upon the contents hereof.  PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of 

different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.   
©  2021 Phillip Securities (Hong Kong) Limited 

Total Return Recommendation Rating Remarks 

>+20% Buy 1 >20% upside from the current price 

+5% to +20% Accumulate 2 +5% to +20%upside from the current price 

-5% to +5% Neutral 3 Trade within  ± 5% from the current price 

-5% to -20% Reduce 4 -5% to -20% downside from the current price 

<-20% Sell 5 >20%downside from the current price 
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