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COMPANY RESULTS  HOLD  

(Upgraded) 
Share Price HK$33.70 
Target Price HK$36.80 
Upside +9.2 % 
(Previous TP: HK$29.10) 

COMPANY DESCRIPTION 
AAC Technologies designs and manufactures 
miniature acoustic components. The 
company's products are used in mobile 
telecommunications, IT products, consumer 
electronics, home appliances, automobile and 
medical devices. 

STOCK DATA 
GICS sector Information Technology
Bloomberg ticker: 2018 HK
Shares issued (m): 1,208.5
Market cap (HK$m): 40,726.5
Market cap (US$m): 5,227.0
3-mth avg daily t'over (US$m): 34.1

Price Performance (%) 
52-week high/low HK$58.85/HK$38.40

1mth 3mth 6mth 1yr YTD
4.8 (28.5) (18.2) (23.1) (22.4)

Major Shareholders %
Mr. Benjamin Pan and Ms. Ingrid Wu 40.5

FY21 NAV/Share (RMB) 18.76
FY21 Net Cash/Share (RMB) 0.14
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ANALYST(S) 
Johnny Yum 
+852 2236 6706 
johnny.yum@uobkayhian.com.hk
 

AAC Technologies (2018 HK) 
 

3Q21: Worst Is Likely Over But Remain Cautious On Underperformance 
AAC’s 3Q21 net profit declined 57.4% yoy to Rmb183m, at the midpoint of its profit 
warning range. The sharp decline was due to component cost hikes, ASP declines, 
shipment delays and cancellations due to a chip shortage, and lockdowns at its 
Vietnam base. The worst is likely over for AAC, but we remain cautious given its 
consistent underperformance vs competitors. We fine-tune our assumptions and cut 
our 2021 forecasts by 2.2%. Upgrade to HOLD and raise target price to HK$36.80. 

3Q21 RESULTS 
(Rmbm) 3Q20 2Q21 3Q21 yoy (%) qoq (%) 9M20 9M21 yoy (%)
Revenue 4,520 4,317 4,246 (6.1) (1.6) 12,357 8,609 (30.3)
Dynamic component 2,160 2,038 2,200 1.9 8.0 5,489 4,138 (24.6)
Haptics and casing 1,520 1,217 1,400 (7.9) 15.0 4,936 2,447 (50.4)
MEMS 368 238 254 (31.0) 6.6 826 521 (36.9)
Optics 474 808 390 (17.7) (51.7) 1,104 1,482 34.2
GPM (%) 23.6 25.0 22.7 (0.9) (2.3) 23.2 26.3 3.1
Dynamic component 26.6 28.4 26.3 (0.3) (2.1) 26.4 30.7 4.3
Haptics and casing 20.1 22.1 20.3 0.2 (1.8) 22.2 22.5 0.3
MEMS 19.0 15.8 15.3 (3.7) (0.5) 17.5 16.0 (1.5)
Optics 24.6 22.0 15.0 (9.6) (7.0) 17.6 22.6 5.0
Attributable NP 430 389 183 (57.4) (52.9) 320 921 187.4

Source: AAC, UOB Kay Hian 

• 3Q21 net profit at the midpoint of guided range. AAC Technologies’ (AAC) 3Q21 net 
profit declined 57.4% yoy and 52.9% qoq to Rmb183m, largely at the midpoint of the profit 
warning’s guidance range of Rmb166m-210m. The sharp yoy decline was due to an 
unfavourable operating environment, including component cost hikes, ASP decline due to 
despec amid weak smartphone consumption, chip shortage and the COVID-19 outbreak in 
its Vietnam production base. 

• 3Q21 revenue was down 6.1% yoy and 1.6% qoq at Rmb4.2b. AAC’s 3Q21 revenue 
came in behind our estimates, primarily due to a sharp decline in optics business (-17.3% 
yoy and -51.7% qoq to Rmb390m), as the impact from order cancellations and shipment 
delays turns out to be more severe than we anticipated. This is partially offset by dynamic 
components (acoustics) (+1.9% yoy and +8.0% qoq to Rmb2.2b) which registered better-
than-expected sales. The yoy decline of electromagnetic drives & precision mechanics 
(haptics and casing) (-7.9% yoy and +15.0% qoq) and micro electromechanical systems 
(MEMs) (-31.0% yoy and +6.6% qoq) was well expected and falls in line with our estimates. 

KEY FINANCIALS 
Year to 31 Dec (Rmbm) 2019 2020 2021F 2022F 2023F
Net turnover  17,884 17,140 17,831 21,539 25,298
EBITDA  4,737 4,114 5,112 6,022 6,806
Operating profit  2,719 1,852 2,427 2,937 3,359
Net profit (rep./act.)  2,222 1,507 1,877 2,272 2,586
Net profit (adj.)  2,222 1,507 1,877 2,272 2,586
EPS (Fen) 184 125 155 188 214
PE (x) 15.1 22.2 17.8 14.7 12.9
P/B (x) 1.7 1.6 1.5 1.4 1.3
EV/EBITDA (x) 7.2 8.3 6.6 5.6 5.0
Dividend yield (%) 1.3 0.9 1.1 1.3 1.5
Net margin (%) 12.4 8.8 10.5 10.5 10.2
Net debt/(cash) to equity (%) 1.1 (7.8) (0.7) 1.7 0.1
Interest cover (x) 19.1 11.7 13.9 13.6 13.1
ROE (%) 11.6 7.4 8.6 9.6 10.1
Consensus net profit  - - 1,931 2,473 2,972
UOBKH/Consensus (x)  - - 0.97 0.92 0.87
Source: AAC,  Bloomberg, UOB Kay Hian 
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• Gross margins were largely in line at 22.7% (-0.9ppt yoy and -1.9ppt qoq). The weak 
margins were well expected, as management has guided for one-off disruption at its 
Vietnam plants (which caused a 7.4ppt qoq decline in the Androi acoustic business), and 
impacts from the optics business’ low production yields. MEMs’ margins are not expected to 
recover in the near term, but haptics and casing’s margins (+0.2ppt yoy and -1.8ppt qoq to 
20.3%) were weaker than expected. This is offset by the acoustics margins (-0.3ppt yoy and 
-2.1ppt qoq at 26.3%) which turned out to be better than our expectations. 

STOCK IMPACT 
• Acoustics: Continued support from iOS in 4Q21, and expanding penetration in 

Android. AAC’s Vietnam production base saw the biggest impact from the lockdown in Jun-
Jul, which affected the product yield and product delivery in 3Q21. The plant has since 
resumed normal operations, and the 7.4ppt margins decline for Android acoustic products 
will be a one-off event in 3Q21. Going forward, management expects margins to recover to 
normal levels in 4Q21, and aims to continue promoting its standardised small cavity acoustic 
box products (accounted for 10% of shipment in 3Q21) and expand its penetration in the 
Android camp as a key growth driver for the acoustic segment. 

• The worst is likely over for the optics business, but remain cautious on 
underperformers. The optics segment’s revenue of Rmb390m consists of about Rmb180m 
from camera modules (-48.2% qoq) and about Rmb200m from plastic lens (-54.4% qoq). 
Due to a significantly lower production yield for both camera modules (about 5% of gross 
margin in 3Q21) and plastic lens (25%, about -8.4ppt qoq). ASP for plastic lens was actually 
relatively stable at only about -3% qoq, but the competition will likely further intensify in 2022 
and ASP will remain on the downtrend. On the bright side, production yield and orders 
should revert to normal levels in 4Q21 (hence recovery in margins) as the chip shortage 
eases. The R&D of 7p and 8p lens is also underway and management targets a launch date 
in one to two quarters’ time, but management re-iterated their stance in focusing on the 
development and promotion of WLG lens as it is AAC’s key edge against its competitors. 
Nevertheless, we remain cautious on AAC’s competitiveness in the optics industry, as the 
company significantly underperformed its competitors in 3Q21. 

• Haptics & casing business: Haptics remains solid and casing’s client base is 
expanding. Management expects the x-axis haptics motor for Android customers and 
hardware+software customised integration solutions to see sustained high growth across the 
Android camp in the near future as tactile feedback is becoming a more important driver 
behind lifting user experience. The casing side is still under pressure, but AAC is gradually 
diversifying its product portfolio and client base through the acquisition of Toyo Precision, a 
tablet and laptop casing manufacturer. The acquisition will be finalised in early-22, coupled 
with the integration and development of the new business, its casing business will likely 
remain depressed through 4Q21-1Q22.  

• Semiconductor shortage may persist until 2Q22. Management stated that the biggest 
uncertainty lies on the upstream, primarily on chips shortage which can cause more 
fluctuations to its shipment, and expects the shortage to persist through 4Q21-2Q22.  

• Vehicle-related business: On the automobile optics side, AAC is currently cooperating with 
Tier 1 automobile suppliers and Chinese OEMs on the development of vehicle lens covering 
a wide range of vehicle cameras*. Apart from the optics, AAC is also working with a Chinese 
OEM in developing an audio system specialised for a small cockpit. Nevertheless, there is 
still no visible timeline for any meaningful contribution. 

EARNINGS REVISION/RISK 
• We fine-tuned our assumptions and our 2021 net profit is cut by 2.2% to Rmb1,877m. 

This is based on higher sales and margins assumption for acoustics, but a lower revenue 
assumption for optics. Our 2022-23 earnings estimate is largely unchanged.  

VALUATION/RECOMMENDATION 
• Upgrade to HOLD and raise target price to HK$36.80 based on 16.5x 2022F PE, 0.5SD 

below mean. We upgrade our rating on AAC as we believe the worst is likely over, but 
remain cautious on the company given its consistent underperformance vs its competitors.  

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
*AAC’s vehicle optics products covers LiDAR, 
front-view, surround view, Occupant Monitoring 
System, Diver Monitoring system. 
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PROFIT & LOSS  
Year to 31 Dec (Rmbm) 2020 2021F 2022F 2023F

Net turnover 17,140 17,831 21,539 25,298

EBITDA 4,114 5,112 6,022 6,806

Deprec. & amort. 2,262 2,684 3,086 3,447

EBIT 1,852 2,427 2,937 3,359

Associate contributions 0 0 0 0

Net interest income/(expense) (353) (367) (443) (520)

Pre-tax profit 1,648 2,060 2,494 2,839

Tax (147) (183) (222) (253)

Minorities 6 0 0 0

Net profit 1,507 1,877 2,272 2,586

Net profit (adj.) 1,507 1,877 2,272 2,586
 

 BALANCE SHEET   
Year to 31 Dec (Rmbm) 2020 2021F 2022F 2023F

Fixed assets 18,592 38,050 45,668 53,188

Other LT assets 3,470 1,005 1,120 1,233

Cash/ST investment 7,540 6,058 5,464 5,875

Other current assets 9,309 9,809 12,004 14,287

Total assets 38,912 54,922 64,256 74,583

ST debt 3,349 3,349 3,349 3,349

Other current liabilities 6,031 20,524 28,012 36,241

LT debt 2,543 2,543 2,543 2,543

Other LT liabilities 5,168 5,170 5,180 5,191

Shareholders' equity 21,159 22,675 24,509 26,598

Minority interest 662 662 662 662

Total liabilities & equity 38,912 54,922 64,256 74,583

  
CASH FLOW  
Year to 31 Dec (Rmbm) 2020 2021F 2022F 2023F

Operating 3,593 4,701 4,867 5,552

Pre-tax profit 1,648 2,060 2,494 2,839

Tax (147) (183) (222) (253)

Deprec. & amort. 2,310 2,731 3,136 3,500

Associates 0 0 0 0

Working capital changes (261) (274) (983) (1,054)

Other operating cashflows 42 367 443 520

Investing (4,146) (5,455) (4,581) (4,123)

Capex (growth) (5,090) (5,090) (4,581) (4,123)

Investments 0 (365) 0 0

Proceeds from sale of assets 0 0 0 0

Others 943 0 0 0

Financing 2,582 (728) (880) (1,018)

Dividend payments (290) (361) (437) (498)

Issue of shares (652) 0 0 0

Proceeds from borrowings 166 0 0 0

Loan repayment 0 0 0 0

Others/interest paid 3,359 (367) (443) (520)

Net cash inflow (outflow) 2,028 (1,482) (594) 411

Beginning cash & cash equivalent 5,512 7,540 6,058 5,464

Changes due to forex impact 0 0 0 0

Ending cash & cash equivalent 7,540 6,058 5,464 5,875

  

  
 

    
KEY METRICS 
Year to 31 Dec (%) 2020 2021F 2022F 2023F

Profitability 

EBITDA margin 24.0 28.7 28.0 26.9

Pre-tax margin 9.6 11.6 11.6 11.2

Net margin 8.8 10.5 10.5 10.2

ROA 4.1 4.0 3.8 3.7

ROE 7.4 8.6 9.6 10.1

 
Growth 

Turnover (4.2) 4.0 20.8 17.5

EBITDA (13.2) 24.2 17.8 13.0

Pre-tax profit (35.4) 25.0 21.0 13.8

Net profit (32.2) 24.6 21.0 13.8

Net profit (adj.) (32.2) 24.6 21.0 13.8

EPS (32.1) 24.6 21.0 13.8

   
Leverage 

Debt to total capital 21.3 20.2 19.0 17.8

Debt to equity 27.8 26.0 24.0 22.2

Net debt/(cash) to equity (7.8) (0.7) 1.7 0.1

Interest cover (x) 11.7 13.9 13.6 13.1
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Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an 
exempt financial adviser in Singapore.  
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the investment product. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by 
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may 
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law 
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any 
registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. 
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts 
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKH and its connected persons 
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its 
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the 
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit 
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and 
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business 
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, 
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) 
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an 
interest (including a proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.  
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly 
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons that 
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and 
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKH. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business 
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any 
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, 
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation 
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are 
generated from UOBKH’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law.  

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority 
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a 
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant 
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, 
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 

United 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 

 
 
Copyright 2021, UOB Kay Hian Pte Ltd. All rights reserved.  
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