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Tech Pro Technology Development Limited [Stock Code: 3823] t%;%}%j[ﬁg@%ﬁéjﬁj o ’F[J

Sponsor : Hantec Capital Ltd

Joint lead managers : OSK Asia Securities Ltd Hantec Capital Ltd
Sole bookrunner : OSK Asia Securities Ltd

Sector : Technology Hardware & Equipment

Business : Manufacture and sale of aluminium electrolytic capacitors

Total share offer: 150.000.000 shares Business of Tech Pro Technology (Tech Pro)
(25% of the enlarged share capital) First started in 1993, Tech Pro has 3 operating
) subsidiaries in the PRC, namely Huawei
Public Offer: 15,000,000 shares (10%) Electronics, Huagiang Electronics and South
Placing: 135,000,000 shares (90%) Huawei, all of which are principally engaged in the

manufacture and sale of aluminum electrolytic

Price: HK$1.06 — HK$1.30 per share capacitors. The production plants are located in

Market Cap: HK$636 — HK$780 million Changzhou, Jiangsu Province and Shenzhen,

Historic FY06 PER: 10.9X — 13.4X with a total gross floor area of approximately
21,000 sg. m.

Adjusted NTA per share: RMB0.35 — RMBO0.40

Staffing: 1,091 Tech Pro offers a variety of capacitors, which is
largely marketed under the brand name “Chang”,

HK Public Offer period: with different specifications in order to meet the

ds of it t .
24™ August 07 — 29" August 07 noon needs orfis customers

Receiving bank: Standard Chartered Bank (HK) Tech Pro's products can be used in a wide range
of electronics devices such as audio and video

consumer electronics devices, power supply

Share registrar: Tricor Investor Services Limited equipment, telecommunications equipment and
home appliances. Major customers of the Group
Listing date: 6" September 2007 include Konka Group Co., Ltd. (3 {F & [EI),

Qingdao Hisense Air Conditioner Co. (?J A 5
4 ), Shanghai Feilo Co. (H47E%%) in the PR
and Vestel Elektronik Sanayi ve Ticaret A.S. in
Turkey.

Major Shareholders after Listing (Assuming the over-allotment option is not exercised)
Mr. Yan Qixu, the Chairman and executive director and Ms. Xiang Xiaoqin, executive director (via

Tong Heng Company Ltd.) 75.0%
Public investors 25.0%
100.0%

This report has been prepared solely for information purposes and we are not soliciting any action based upon it. Neither
this document nor its contents shall be construed as an offer, invitation, advertisement, inducement or representation of
any kind or form whatsoever. The information is based upon information, which we consider reliable, but accuracy or
completeness is not guaranteed. Opinions expressed herein are subject to change without notice. At time of this report,
East Asia Securities Company Limited has no position in securities of the company or companies mentioned herein, while
its group companies may from time to time have interests in securities of the company or companies mentioned herein.
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Use of Proceeds
Net proceeds from the offer are estimated to be HK$149 million. (Being the mid-point of the offer price
range [HK$1.18 per share] and assuming the over-allotment option is not exercised)

HK$ million
To acquire production facilities 70.7
For the repayment of bank loans 25.6
For research and development 14.2
To finance the construction of new production plants 10.2
For general working capital 28.3
Financial Highlights
Year ended 31° December
RMB million 2004 2005 2006
Revenue 124.9 185.4 256.7
Gross profit 32.9 52.4 77.1
Operating profit 24.8 44.0 67.7
Profit for the year 15.9 32.8 56.8
Gross Margin 26.3% 28.2% 30.0%
Operating Margin 19.8% 23.7% 26.4%
Net Margin 12.7% 17.7% 22.1%
Breakdown of turnover by customers
RMB million 2004 % 2005 % 2006 %
Lead wire type 114.8 91.9 157.9 85.2 198.0 77.1
Lug type and screw type 10.1 8.1 27.5 14.8 34.6 13.5
\V-Chip type 0.0 - 0.0 - 24.1 9.4
Total 124.9 100.0 185.4 100.0 256.7 100.0

Strengths/Opportunities

v' Strong global demand Demand for electrolytic capacitors has been strong globally and growing at
7.9% CAGR from 2004 to 2007 mainly driven by demand for PC products and audio-visual products.

v' Tech Pro’s major customers included Konka Group Co., Ltd. (Ht{F & E), Qingdao Hisense Air
Conditioner Company Limited (?”J FINE (54 5), Shanghai Feilo Co., Ltd. (H47E%¥) in the PRC and
Vestel Elektronik Sanayi ve Ticaret A.S. in Turkey. These customers are prominent players in their
respective industries and collectively accounted for about 40% of total turnover of Tech Pro.

v Reasonable valuation Tech Pro did not give a profit forecast for 1HO7 or FY07. The historic FY06
PER range is 10.9X —13.4X. Comparable peers are mostly listed in Taiwan, Korea and Japan: Yageo
(2327.TW) trades at 10.91X forward PER, Samsung Electro-Mechanics (009150.KS) trades at 33.5X
forward PER and Shinko (4062.JP) trades at 17.3X forward PER.

Weaknesses/Threats

x Highly competitive industry The aluminium electrolytic capacitor manufacturing market is highly
competitive with Taiwan, Korea and Japan in the technological forefront and China as the
manufacturing base. Price of aluminium electrolytic capacitors has been on a falling trend because the
production technology has become matured and manufacturers often compete on price.

x  75% - 85% of total cost of sales is attributed to purchase of raw materials, of which over 60% is for the
sourcing of aluminium foil and related components. Fluctuations in the costs of raw materials can
materially affect the profit margins.

Recommendation: Neutral
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Important Disclosure / Analyst Certification / Disclaimer

This document is published by East Asia Securities Company Limited, a wholly-owned subsidiary of
The Bank of East Asia, Limited (BEA).

The research analyst primarily responsible for the content of this report, in part or in whole certifies
that the views on the companies and their securities mentioned in this report accurately reflect his/her
personal views. The analyst 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 this report.

This report has been prepared solely for information purposes and has no intention whatsoever to
solicit any action based upon it. Neither this report nor its contents shall be construed as an offer,
invitation, advertisement, inducement or representation of any kind or form whatsoever. The
information is based upon information, which East Asia Securities Company Limited considers
reliable, but accuracy or completeness is not guaranteed. Information and opinions expressed herein
reflect a judgment as of the date of this document and are subject to change without notice. Any
recommendation contained in this report does not have regard to the specific investment objectives,
financial situation and the particular needs of any specific addressee. This report is not to be taken in
substitution for the exercise of judgment by respective readers of this report, who should obtain
separate legal or financial advice. East Asia Securities Company Limited and / or The BEA Group
accepts no liability whatsoever for any direct or consequential loss arising from any use of this report
or further communication given in relation to this report.

At time of this report, East Asia Securities Company Limited has no position in securities of the
company or companies mentioned herein the report, while BEA 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 report. BEA and its associates, its directors, and/or employees 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.

BEA and/or any of its affiliates may beneficially own a total of 1% or more of any class of common
equity securities of the subject company or companies mentioned in this report and may, within the
past 12 months, have received compensation and/or within the next 3 months seek to obtain
compensation for investment banking services from the subject company or companies mentioned in
the report.

This document 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, publication,
availability or use would be contrary to law and regulation.

Tech Pro Technology Development Ltd. 3



