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4Q13 Results: ODM/OEM Recovery Underway  

• Disposal gain and lower admin expense boost 4Q13 profit. 
Combine Will’s (CW) 4Q13 net profit improved significantly to 
HKD32.5 mln vs. a small profit in the prior year, due to a one-off 
disposal gain and better admin expense control. The profit beat 
our expectations, as ODM/OEM revenue growth and margin 
recovered faster than expected. As a result, we raise our earnings 
estimates to CNY8.6 mln and CNY14.7 mln for 2014 and 2015 
respectively, vs. a small profit previously. However, bottomline 
performance risks remain, as net profit margins remain low at 
0.6% and 1.0% respectively for 2014 and 2015, due to cost 
pressure and the modest global demand recovery.  

• Gross margin recovery underway. 4Q13 revenue increased by 
22.7% YoY and 7.1% QoQ. Gross margin declined by 290 bps 
YoY but improved by 283bps QoQ across all businesses. Gross 
loss at moulds and toolings business narrowed, due to ongoing 
efforts to restructure the segment.  

• Better admin expense control. Admin expenses fell by 39.0% 
YoY due to strong cost containment, offsetting some of the 
unrealized HKD/CNY carry trade loss. Net gearing continued to 
improve to 47.4% from 55.1% in 3Q13. 

• Mixed bag outlook. Management expects sales will continue to 
improve for ODM/OEM business, driven by new product launches 
from existing customers. Restructuring will continue for moulds 
and tooling business as demand continues to shrink. Demand for 
machine sales unit has not picked up, as most of the customers 
remain cautious on capital spending. 

• Key risks include: (i) Continued lackluster global demand, (ii) 
Rising input and labor costs; and (iii) CNY depreciation where the 
company could suffer realized loss on its HKD/CNY carry trade.   
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FY Dec. 2013 2014E 2015E
Book Value (HK cents) 1,981.96 2,008.33 2,053.19

Cash Flow (HK cents) 176.7 176.1 205.5

Reported Earnings (HK cents) 22.1 26.4 44.9

Dividend (HK cents) 0.0 0.0 0.0

Payout Ratio (%) NA 0.0 0.0

PER (x) 15.0 12.6 7.4

P/Cash Flow (x) 1.9 1.9 1.6

P/Book Value (x) 0.2 0.2 0.2

Dividend Yield (%) 0.0 0.0 0.0

ROE (%) NA 1.3 2.2

Net Gearing (%) 47.4 40.5 43.3

Per Share Data
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Earnings Outlook 

Revenue Drivers: 

• We expect 2014 revenue to grow modestly by 2.4% YoY, 
mainly driven by the improving outlook for the ODM/OEM 
business. We expect ODM/OEM revenue to grow by 10.0%, 
due to modest recovery in global consumer spending.  

• We expect the moulds and toolings business to be weak due 
to slowing investment in the automotive manufacturing 
industry, as well as ongoing cost containment exercises by 
customers. Given that CW continues to streamline the moulds 
and toolings business, we expect this segment to halve in 
2014.  

• We expect the sales and machines business revenue to be 
flat due to competition amid slow customer expansion.  

 

Margin Outlook: 

• We expect 2014 gross margin to improve by 171 bps, mainly 
driven by increased sales and productivity in ODM/OEM 
business. We also expect cost savings to flow through from 
the moulds and toolings business restructuring. These will 
help to offset input price inflation and rising labor cost. We 
think there is limited room for CW’s customers to squeeze 
margins further, as CW and most of its peers suffered losses 
in 2013.  

• We estimate EBIT margin for 2014 to fall by 41 bps, due to an 
absence of the one-off disposal gain and potential HKD/CNY 
carry trade loss due to CNY depreciation since end-2013.   

• We expect net margin in 2014 to remain low at 0.6%, similar 
to 2013. We expect interest expense to fall as the HKD/CNY 
carry trade starts to unwind by end of 1Q14.   

 

Bottomline: 

• As a result, we expect the company to report core profit of 
HKD8.6 mln in 2014 vs. a core loss of HKD9.8 mln in the prior 
year.  

 

 

 

 

 

 

 

 

FY Dec. / HKD mln 4Q13 4Q12 % Change
Reported Revenue 449.3 366.3 22.7

Reported Operating Profit 39.7 18.0 >100

Depreciation & Amortization -10.6 -14.0 -24.2

Net Interest Income / (Expense) -1.7 -7.9 -78.9

Reported Pre-tax Profit 33.2 10.9 >100

Reported Net Profit 32.5 4.8 >100

Reported Operating Margin (%) 8.8 4.9 -

Reported Pre-tax Margin (%) 7.4 3.0 -

Reported Net Margin (%) 7.2 1.3 -

Source: Company data

Earnings Performance

FY Dec. / HKD mln 2012 2013 2014E 2015E
Reported Revenue 1,526.6 1,420.0 1,454.5 1,535.9

Reported Operating Profit 72.0 28.5 23.3 27.0

Depreciation & Amortization -54.2 -51.0 -49.1 -52.7

Net Interest Income / (Expense) -15.9 -9.2 -1.9 -7.9

Reported Pre-tax Profit 53.2 5.5 10.6 18.4

Effective Tax Rate (%) 35.1 70.7 20.0 20.0

Reported Net Profit 37.1 7.3 8.6 14.7

Reported Operating Margin (%) 4.7 2.0 1.6 1.8

Reported Pre-tax Margin (%) 3.5 0.4 0.7 1.2

Reported Net Margin (%) 2.4 0.5 0.6 1.0

Source: Company data, S&P Equity Research

Profit & Loss

FY Dec. 2012 2013 2014E 2015E
Revenue Growth(%) -14.2 -7.0 2.4 5.6

Operating Profit Growth(%) -24.2 -60.4 -18.3 15.8

Net Profit Growth(%) -8.5 -80.4 19.1 70.1

EPS Growth(%) -8.5 -80.4 19.1 70.1

EPS 3-Year CAGR(%) -6.4 -58.8 -40.3 -26.5

Source: Company data, S&P Equity Research

Key Financial Performance

FY Dec. 2010 2011 2012 2013
Asset turnover (x) 1.2 1.1 1.0 0.8

Receivables turnover (x) 5.6 5.1 4.3 4.0

Inventory turnover (x) NA NA NA NA

Current Ratio (x) 1.4 1.4 1.7 1.3

Quick Ratio (x) 1.0 1.0 0.9 1.0

Net Gearing (%) 55.7 50.8 54.3 47.4

Debt/Capital (%) 56.6 56.7 39.3 64.1

Interest coverage (x) 8.1 2.3 2.2 -1.6

ROA (%) 7.9 3.1 2.4 NA

ROE (%) 20.6 9.1 6.1 NA

Payout ratio (%) 37.2 0.0 0.0 NA

Source: Company data, S&P Equity Research

Key Fundamentals
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expressed herein are given in good faith, are subject to change without notice, and 
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Intermediary is also solely responsible for providing any required disclosures under 
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For residents of Bermuda: The Bermuda Monetary Authority or the Registrar of 
Companies in Bermuda has not approved the Research Reports and any 
representation, explicit or implicit, is prohibited.  

For residents of Brazil: Research reports are distributed by S&P Capital IQ and in 
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Brazilian Securities Commission) dated as of July 6, 2010, the analyst (where 
applicable) who prepares a Research Report or a report extract affirms: (i) that all 
the views expressed herein and/or in a Research Report accurately reflect his or 
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any securities referred to in a Research Report. S&P Capital IQ (and its affiliates) is 
not registered with, and such securities may not be registered in the Securities 
Registry maintained by the Superintendencia de Valores y Seguros de Chile 
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Chilean Securities Market Law 18045. Accordingly, investment research presented 
in a Research Report is not intended to constitute a public or private offer of 
securities in Chile within the meaning of Article 4 of the Chilean Securities Market 
Law 18045, as amended and restated, and supplemental rules enacted thereunder. 

For residents of China: S&P Capital IQ’s Research Reports are not distributed in 
or directed to residents in The People’s Republic of China. Neither S&P Capital IQ 
nor its affiliates target investors in China.  

 

For residents of Colombia: This information and/or information contained in 
Research Reports is not intended or should not be construed as constituting 
information delivery to the Colombian Securities Market under Colombian Law. 

For residents of Czech Republic: The Intermediary, and not S&P Capital IQ, is 
solely responsible for complying with licensing requirements under the Capital 
Markets Act (Act No. 256/2004 Coll., as amended), implementing Directive 
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2004/39/EC of the European Parliament and of the Council of 21 April, 2004 on 
markets in financial instruments amending Council Directives 85/611/EEC and 
93/6/EEC and Directive 2000/12/EC of the European Parliament and of the Council 
and repealing Council Directive 93/22/EEC and its implementing directives, and 
Directive 2003/125/EC implementing Directive 2003/6/EC as regards the fair 
presentation of investment recommendations and the disclosure of conflicts of 
interest; and the Civil Code (Act No. 40/1964 Coll., as amended) as regards  the 
distance financial contract regulation protecting the consumers.    

For residents of Dubai (DIFC): The information contained in Research Reports 
distributed by S&P Capital IQ is intended for investors who are “professional 
clients”, as defined in Rule 2.3.2(2) of the Conduct of Business Module (COB) of the 
DFSA Rulebook. 

For residents of the European Economic Area (EEA): Research Reports have 
been approved for distribution in the EEA listed here:  Austria; Belgium; Bulgaria; 
Cyprus; Czech Republic (see further disclosure above); Denmark; Estonia; Finland; 
France (see further disclosure below); Germany; Gibraltar; Greece (see further 
disclosure below); Hungary (see further disclosure below); Iceland; Ireland (see 
further disclosure below); Italy; Latvia; Liechtenstein; Lithuania; Luxembourg; Malta 
(see further disclosure below); Netherlands; Norway; Poland; Portugal; Romania; 
Slovakia (see further disclosure below); Slovenia; Spain (see further disclosure 
below); Sweden and United Kingdom (see further disclosure below), as investment 
research by MHFRE, which is authorized and regulated by the Financial Conduct 
Authority in the UK. S&P Capital IQ’s Stock Reports are to be read in conjunction 
with “Your Guide to S&P Capital IQ’s Stock Reports” which can be found at: 
www.spcapitaliq.com/stockreportguide. 

SPIAS’ Equity Research group is responsible for the review and authorization of the 
Fair Value model which generates the content for Quantitative Stock Reports. 

More information about the written criteria and methodologies for the generation of 
Research Reports and historical information for Research Reports for the past 12 
months are available by contacting S&P Capital IQ Client Services Department at 
(212) 438-4510 or via e-mail at: spsupportcenter@standardandpoors.com. 

For residents of Guernsey, Isle of Man and Jersey: The Research Reports 
provide by S&P Capital IQ serve to assist the Intermediary in determining the 
advice it provides to its clients, but are not intended as advice to any of the 
Intermediary’s clients and the intermediary, and not S&P Capital IQ, will be solely 
responsible for the provision of investment advice to the client. Independent 
investment advice should be sought by persons in their capacity as investors or 
potential investors and the Intermediary will be solely responsible for complying with 
any applicable regulatory obligations relating to the distribution of investment 
research. 

For residents of France: The Intermediary, and not S&P Capital IQ, is solely 
responsible for complying with the rules related to the distribution of investment 
recommendations as specified in the Financial Code and the Autorité des Marchés 
Financiers rule book, 

For residents of Greece: S&P Capital IQ Research Reports should only be used 
for the purposes of investment research, and should not be interpreted as or be 
used to provide investment advice or as part of any offer to the public of any 
specific security or financial instrument.  

For residents of Hong Kong: Information in the Research Reports shall not be 
construed to imply any relationship, advisory or otherwise, between S&P and the 
recipient user of the research report unless expressly agreed by S&P Capital IQ. 
S&P Capital IQ is not acting nor should it be deemed to be acting, as a “fiduciary” or 
as an “investment manager” or “investment advisor” to any recipient of this 
information unless expressly agreed by S&P Capital IQ. The Distributor of the 
Research Reports will be solely responsible for describing its role to its clients with 
respect to the distribution of S&P Capital IQ’s Research Reports.  

For residents of Hungary: The Intermediary, and not S&P Capital IQ, is solely 
responsible for complying with the rules related to data protection requirements as 
set out in  Act CXII of 2011 on the Right of Informational Self-Determination and on 
Freedom of information; and with Act CLV. of 1997 on Consumer Protection and 
with Act CXXXVIII of 2007 on Investment services.                        

For residents of India: Residents of India should consult their financial and legal 
advisers regarding the suitability of any of S&P Capital IQ’s services and 
products.  S&P Capital IQ does not intend to utilize the Research Report service to 
invite or carry out any business activities with S&P Capital IQ.  Research Reports 
provided by S&P Capital IQ serve to assist the Intermediary in determining the 
advice it provides to its clients, but are not intended as advice to the Intermediary 

and to any of the Intermediary’s clients and the intermediary will be solely 
responsible for the provision of investment advice to the client. 

For residents of Indonesia: Research Reports do not constitute an offering 
document and it should not be construed as an offer of securities in Indonesia, and 
any such securities will only be offered or sold through a financial institution. 

For residents of Israel: Research reports are intended only for distribution to 
“Qualified Investors”, as defined in the Schedule to Israel’s Regulation of 
Investment Advice, Investment Marketing and Portfolio Management Law of 1995. 
All other persons who are not Qualified Investors under Israeli law should seek 
additional investment advice from their financial advisers. The relevant analyst 
declares that the views expressed in a particular Research Report faithfully reflect 
the analyst’s personal views regarding the securities under review and the issuer of 
the securities. 

For residents of Japan: Research Reports are intended only for distribution to 
“Asset Management Firms”. 

For residents of Kazakhstan: Research Reports are not intended for distribution 
to the public in Kazakhstan. Any distribution to specific persons is the sole 
responsibility of the distributor and the distributor, and not S&P Capital IQ, is 
responsible for complying with all local regulations, including but not limited to 
advertising requirements related to public solicitation.   

For residents of Malta: The distributor of Research Reports in Malta, is solely 
responsible for ensuring that the investment research produced by S&P Capital IQ 
and proposed to be disseminated in or from within Malta is reviewed for compliance 
with the investment services rules issued by the Malta Financial Services Authority 
in terms of the Investment Services Act, Cap 370 of the laws of Malta.  

For residents of Mexico: S&P Capital IQ is not regulated or supervised by the 
Mexican National Banking and Securities Commission (“CNBV”). S&P Capital IQ 
has a licensed rating agency affiliate in Mexico (Standard & Poor’s, S.A. De C.V.), 
of which S&P maintains firewalls and seeks to avoid conflicts of interest, pursuant to 
approved policies. Research Reports on securities that are not registered with the 
National Securities Registry maintained by the Mexican National Securities Registry 
are intended only for distribution to qualified, institutional investors or to any other 
investors to whom distribution the S&P Research is permissible under Mexican law.  

For residents of Monaco: The Intermediary, and not S&P Capital IQ, will be solely 
responsible for providing copies of S&P Capital IQ Research Reports to the 
appropriate Monegasque regulator prior to distributing to its clients. 

For residents of Morocco: Research Reports are intended for distribution only to 
professional investors. 

For residents of Peru:  S&P Capital IQ’s Research Reports shall not, under any 
circumstances, be considered an invitation to take deposits or funds from the public, 
under any mechanism, or to carry on any activities that may be prohibited by 
Peruvian law.  The Intermediary also agrees that the use of S&P Capital IQ’s 
Research Reports shall not be used by Intermediary to solicit an investment in the 
securities that are the subject of the Research Report in any way that may be 
prohibited by Peruvian law. 

For residents of Qatar: The Distributor, and not S&P Capital IQ, is responsible for 
complying with all relevant licensing requirements as set forth by the Qatar 
Financial Markets Authority or the Qatar Central Bank, and with all relevant rules 
and regulations set out in the Qatar Financial Markets Authority’s rule book, 
including third party branded investment research distribution of securities that are 
admitted for trading on a Qatari securities exchange (Admitted Securities). 

For residents of Russia:  Research Reports on financial instruments are  intended  
for “qualified investors”,  as defined in the Securities market law of the Russian 
Federation dated 22 April 1996, as amended,   only.  

For residents of The Kingdom of Saudi Arabia: S&P Capital IQ and its affiliates 
do not distribute Research Reports in the Kingdom of Saudi Arabia. Residents of 
Saudi Arabia should be aware that the distributor of S&P Capital IQ’s Research 
Reports may not be permitted to distribute investment research either: (i) from a 
permanent place of business in or otherwise within the territory of the Kingdom of 
Saudi Arabia; or (ii) to an investor in the Kingdom of Saudi Arabia unless that 
investor is a Capital Market Authority authorized investor or the Saudi Arabian 
Monetary Agency.  

When a distributor disseminates S&P Capital IQ’s Research Reports in the 
Kingdom of Saudi Arabia, the distributor, and not S&P Capital IQ, is solely 
responsible for approving the contents of Research Reports and complying with 
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licensing requirements and authorizations of the Saudi Arabian Capital Market 
Authority’s (“CMA”), including CMA’s Authorized Persons Regulations concerning 
securities advertisements.  

S&P does not conduct a securities business in the Kingdom of Saudi Arabia and the 
distributor, and not S&P Capital IQ, assumes all responsibilities and liabilities for 
distributing Research Reports in the Kingdom of Saudi Arabia. Research Reports 
are not intended to be investment advice and do not constitute any form of 
invitation or inducement by S&P Capital IQ to engage in an investment 
activity in the Kingdom of Saudi Arabia. S&P Capital IQ does not communicate 
directly with a distributor’s customers and a distributor’s customers should not 
contact S&P Capital IQ directly regarding any information or data provided in 
Research Reports.  

For residents of Singapore: Research reports that contain extracts from S&P 
Capital IQ’s Research Reports are not prepared, issued or reviewed by MHFSPL 
and MHFSPL assumes no responsibility for the Research Reports, and nothing 
referenced by MHFSPL should be considered to be a solicitation or 
recommendation to buy or sell any security, nor should it be considered to be 
investment advice.  

For residents of Slovak Republic: The Intermediary, and not S&P Capital IQ, is 
solely responsible for complying with the rules related to the Slovak Securities Act 
(Act No. 566/2001 Coll., as amended), implementing Directive 2004/39/EC of the 
European Parliament and of the Council of 21 April 2004 on markets in financial 
instruments amending Council Directives 85/611/EEC and 93/6/EEC and Directive 
2000/12/EC of the European Parliament and of the Council and repealing Council 
Directive 93/22/EEC and its implementing directives, and Directive 2003/125/EC 
implementing Directive 2003/6/EC as regards the fair presentation of investment 
recommendations and the disclosure of conflicts of interest; and with the Slovak Act 
on Consumer Protection in Distance Financial Services Contracts (Act No. 
266/2005 Coll., as amended).   

For residents of Spain: Certain of S&P Capital IQ’s equity Research Reports may 
be considered to be marketing communications for purposes of Spanish law.  

For residents of Switzerland: Research reports are only directed at and should 
only be relied on by investors outside of the EEA or investors who are inside the 
EEA and who have professional experience in matters relating to investments or 
who are high net worth investors, as defined in Article 19(5) or Article 49(2) (a) to 
(d) of the UK Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005, respectively. S&P Capital IQ’s Stock Reports are to be read in conjunction 
with “Your Guide to S&P Capital IQ’s Stock Reports” which can be found at 
www.standardandpoors.com/stockreportguide. For some clients, Research reports 
have been prepared by S&P Capital IQ and/or one of its affiliates, and redistributed 
by the client. 

For residents of the United Arab Emirates (UAE): S&P Capital IQ and its 
affiliates neither undertake banking, financial, or investment consultations business 
in or into the UAE within the meaning of the Central Bank Board of Directors’ 
Resolution No. 164/8/94 regarding the regulations for investment companies nor 
provides financial analysis or consultation services in or into the UAE within the 
meaning of UAE SECURITIES AND COMMODITIES AUTHORITY DECISION NO. 
48/R OF 2008 concerning financial consultation and financial analysis. 

Investment research distributed by S&P Capital IQ and its affiliates is not intended 
to amount to an offer of securities within the meaning of DIFC Law NO. 12 OF 2004 
(the DIFC Markets Law) or the equivalent laws, rules and regulations made by the 
Central Bank of the UAE and their Emirates Securities and Commodities Authority. 
Neither the Dubai Financial Services Authority, the UAE Securities nor 
Commodities Authority of the Central Bank of the UAE has reviewed or verified any 
of the information provided in a Research Report or through any service provided 
by S&P Capital IQ or its affiliates, or has any responsibility for it. 

If a recipient of Research Report does not understand any of the contents of the 
Research Report, the recipient should contact a financial advisor. Users of extracts 
of investment Research Reports should be aware that if they are distributed in the 
UAE by an intermediary, the intermediary is solely responsible for the distribution 
and contents of the investment research in the UAE.   

For residents of the United Kingdom: In the United Kingdom Research Reports 
are approved and/or communicated by MHFRE which is authorized and regulated 
by the Financial Conduct Authority for the conduct of investment business in the 
UK. Research Reports are only directed at and should only be relied on by 
investors outside of the UK or investors who are inside the UK and who are 
professional clients in matters relating to investments or who are high net worth 

investors, as defined by the FCA and in Article 19(5) or Article 49(2) (a) to (d) of the 
UK Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, 
respectively. MHFRE may not distribute Research Reports to retail clients, as 
defined by the FCA. S&P Capital IQ’s Stock Reports are to be read in conjunction 
with “Your Guide to S&P Capital IQ’s Stock Reports” which can be found at 
www.spcapitaliq.com/stockreportguide. 

For residents of Uruguay: S&P Capital IQ or its affiliates are not, individually  a 
risk assessment entity registered with the Central Bank of Uruguay, and S&P 
Capital IQ’s  Research Reports do not constitute a risk assessment. Investment 
research presented in a Research Report is not intended to constitute a public or 
private offer of securities in Uruguay. S&P Capital IQ’s Research Reports are not 
intended for worldwide distribution, as such, and are not published to Uruguayan 
clients in Spanish. 

For residents of Venezuela:  Research Reports can only be distributed in 
Venezuela by an investment advisor, duly licensed under Venezuelan law. The 
distributor of the Research Reports, and not S&P Capital IQ, is solely responsible 
for complying with licensing requirements. 
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