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Stock Recommendation List

E = Morgan Stanley Research estimates Source: Refinitiv, Morgan Stanley Research

M S S hare P ric e P ric e Target Ups ide O ne-Liner Coverage

Rating (Loc al Curr) (Loc al Curr) (% ) A naly s t

China Tec h

S ino W ealth E lec tronic 300327.S Z B M IC O W 45.64 58.00 27% W e believe S ino W ealth play s  an im portant role in M CU and A M O LE D TDDI loc aliz at ion in China, and think  its
B M IC bus ines s  c ould enjoy  high growth in the nex t 3-5 y ears .

Y en, Daniel

S hanghai Fudan M ic roelec tronic s 1385.HK FP G A O W 35.65 39.30 10% W e believe S hanghai Fudan c ould benefit  from  China's  s pec ialty  FP G A  loc aliz at ion and the c om pany  c an
outperform  during the s em i down-c y c le in view of lim ited c ons um er ex pos ure.

Dai,  Dais y

S unny  O ptic al 2382.HK O ptic al Com ponent O W 117.20 150.00 28% W e believe inves tors  w ill have les s  c onc erns  on earnings  pos t weak  1H22 res ults .  Look ing into 2H22, there are new
c ataly s ts  inc luding iP hone order penetrat ion and new V R and vehic le growth opportunit ies .

M eng, A ndy

Lux s hare P rec is ion Indus try  Co., Ltd. 002475.S Z A pple S upply  Chain O W 37.40 40.00 7% W e lik e Lux s hare for its  inc reas ing s upply  s hare w ithin A pple hardware devic es  and we believe this  w ill drive a
m eaningful Y oY  profit  rec overy  in 2H22 onward.

S hih, S haron

B O E  Tec hnology 000725.S Z P anel O W 3.95 5.30 34% Des pite the unfavorable dy nam ic s  in the dis play  s ec tor,  its  valuat ion of 1.0x  P /B  is  c los e to the his toric al t rough.
W e s ee value em erging for m id to long term  inves tors .

Y ang, Derric k

China Tec h P rox y

A lc hip Tec hnologies  Ltd 3661.TW IC Des ign O W 765.00 1,420.00 86% W e believe A lc hip’s  revenue m om entum  will pic k  up in 2H22 thank s  to im proving A B F s ubs trate s upply , fo llowed by
a s trong 2023 out look  underpinned by  robus t HP C c lients ’ dem and.

Chan, Charlie

A ndes  Tec hnology  Corp 6533.TW IC Des ign O W 311.00 360.00 16% A ndes  is  well-pos it ioned to c apture the RIS C-V  s hare gain opportunity  w ith 17 y ears  of CP U IP  ex perienc e, while its
reac c elerat ing China bus ines s  in 2H22 ac t as  a s trong near-term  c ataly s t.

Chan, Charlie

Nuvoton Tec hnology  Corporat ion 4919.TW B M IC O W 123.50 168.00 36% A  great prox y  to play  in auto m ark et,  and we als o s pot its  s truc tural m argin ex pans ion thank s  to s olid ex ec ut ion in
ac quis it ion and m ult ip le new produc ts .

Y en, Daniel

Com pany  nam e Tic k er S ub-s egm ent

Top Pick List

China Self-sufficiency List
MS

Share
Price Price Target Ups ide Mkt Cap Coverage

Rating
(Local
Curr) (Local Curr) (%) ($ m n) 2022E 2023E 2022E 2023E 2022E 2023E 2022E 2023E 2022E 2023E Analys t

BMIC

Sino Wealth Electronic 300327.SZ OW 45.64 58.00 27% 2,238 34.0 29.9 9.5 7.8 31.1 26.6 33.8% 31.8% 1.1% 1.2% Yen, Daniel

Nuvoton Technology Corporation 4919.TW OW 123.50 168.00 36% 1,644 13.1 13.4 3.5 3.3 6.4 6.1 25.5% 25.8% 4.9% 4.9% Yen, Daniel

Power Sem is

China Resources  Microelectronics  Lim ited 688396.SS UW 56.38 50.00 -11% 10,072 40.8 52.5 4.6 4.4 23.7 29.1 19.2% 13.3% 1.0% 0.9% Wu, Ray

Hangzhou Silan Microelectronics  Co. Ltd. 600460.SS EW 43.19 50.00 16% 8,643 45.2 34.1 7.4 6.1 24.7 19.3 33.7% 19.0% 0.2% 0.1% Dai, Daisy

StarPower Sem iconductor Ltd 603290.SS OW 415.60 420.00 1% 9,755 111.2 91.4 13.6 12.1 86.4 69.6 34.6% 12.8% 0.1% 0.2% Wu, Ray

FPGA

Unigroup Guoxin Microelectronics  Co Ltd 002049.SZ OW 227.65 241.00 6% 20,266 45.5 30.9 13.3 9.5 40.2 26.6 39.3% 41.6% 0.2% 0.3% Dai, Daisy

Shanghai Fudan Microelectronics 1385.HK OW 35.65 39.30 10% 3,701 24.9 24.9 6.2 5.0 16.8 15.7 26.8% 32.2% 0.2% 0.4% Dai, Daisy

IC Des ign

Alchip Technologies  Ltd 3661.TW OW 765.00 1,420.00 86% 1,922 25.2 16.8 9.1 7.2 14.6 10.4 38.3% 48.8% 1.7% 2.8% Chan, Charlie

Andes  Technology Corp 6533.TW OW 311.00 360.00 16% 492 42.5 40.2 2.9 3.0 79.4 25.3 7.7% 8.0% 0.8% 2.0% Chan, Charlie

Sem i Cap

ACM Research Inc ACMR.O OW 16.57 28.00 69% 979 26.8 17.9 2.2 1.7 19.3 12.8 32.5% 26.9% 1.0% 0.0% Chan, Charlie

Advanced Micro-Fabrication Equipm ent Inc 688012.SS OW 136.80 175.00 28% 12,368 84.7 73.8 13.2 11.2 111.5 89.6 23.2% 18.5% 0.0% 0.0% Chan, Charlie

Mem ory

GigaDevice Sem iconductor Beijing Inc 603986.SS EW 119.30 120.00 1% 11,682 36.1 33.8 5.4 4.9 27.8 25.6 21.9% 16.3% 1.1% 1.3% Yen, Daniel

Div Yield

Com pany nam e Ticker

P/E P/B EV/EBITDA ROE
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Greater China Tech Hardware
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Source: Morgan Stanley Research E = Morgan Stanley Research estimates

Auto Electronics TAM to Reach US$287bn in 2025e, 12% Three-year CAGR

Auto electronics market CAGRs
12% three-year and 11% eight-year

Optical and sensor and power electronics
to grow fastest among all components
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Source: Morgan Stanley Research.

Power Electronics, Connectors and Wire Harnesses Offer Most Favorable Dynamics

Auto electronics component competitive analysis heat map

EV beneficiary
ADAS

beneficiary
3-year value

CAGR

Technology
upgrade
potential

Supplier
concentration

Less capex
intensity Total

Semiconductor 5 5 3 3 4 2 22
Power electronics 5 3 5 5 3 4 25
Optical & sensor 3 5 5 4 3 4 24
Display 2 5 2 4 2 2 17
Connector 5 5 2 5 4 4 25
Harness 5 5 2 5 4 4 25
PCB 5 5 3 3 3 3 22
Thermal 5 5 4 3 3 4 24
Passive component 5 5 2 3 5 4 24
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Source: Company Data, Reuters Eikon, Morgan Stanley Research (E) estimates. Share prices as of the close on August 16, 2022...

Major Auto Electronics Beneficiaries

2022e 2023e 2022e 2023e
Will Semi 603501.SS OW 170.4 59% 107.5 -30% 13% 29.8 26.4
Renesas 6723.T OW 2,000.0 50% 1,333.0 143% -21% 6.1 7.2
TSMC 2330.TW OW 780.0 49% 525.0 63% 1% 14.0 13.8
Yageo 2327.TW OW 460.0 38% 332.5 4% 10% 7.6 6.9
Nuvoton 4919.TW OW 168.0 37% 122.5 36% -2% 12.8 13.1
Panasonic 6752.T OW 1,500.0 32% 1,133.0 -1% 27% 10.4 8.2
LG Electronics 066570.KS OW 129,000.0 26% 102,000.0 160% 34% 6.9 5.1
Chroma 2360.TW OW 230.0 25% 184.0 7% 5% 17.2 16.5
Sunny Optical 2382.HK OW 150.0 HKD 24% 120.5 HKD -40% 30% 43.9 33.8
SDI 2351.TW OW 150.0 21% 123.5 27% 26% 20.8 16.6
Wafer Works 6182.TWO OW 61.0 20% 51.0 79% 16% 13.7 12.8
Delta 2308.TW OW 312.0 14% 272.5 9% 15% 24.3 21.2
USI 601231.SS OW 20.8 12% 18.6 29% 0% 17.7 17.9

PEEarnings YoYCurrent
Price (LC)Company Ticker Rating PT (LC) Upside

to PT

- Power electronics: LG Electronics, Delta Electronics, SDI and Chroma

- Optical & sensor: Sunny Optical, Will Semi

- Semiconductor: TSMC, Renesas, Wafer Works, Nuvoton and USI

- Passive components: Yageo
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Source: Company data, Morgan Stanley Research. E = Morgan Stanley Research estimates.

Connector Wire harness

Market value by 2025 (US$bn) 91.9 134.6 5.2 3.5
Market value for automotive segment 22.4 37.9 1.3 0.9
- % of automotive segment 24% 28% 25% 24%
2021-25e CAGR 8% 7% 14% 13%

Auto segment TAM

Supplier concentration Extremely fragmented Extremely fragmented <10 meaningful players <20 meaningful players

- Global TE Connectivity, Amphenol,
Molex, Aptiv

TE Connectivity, Amphenol,
Molex, Aptiv Mitsui High-tec, Shinko

BOSCH, Delphi, NGK, Denso,
Honeywell (City Technology),

Sensirion, Senseair

- Greater China
Luxshare, FIT Hong Teng,
Shenzhen Deren, Suzhou
Recodeal, Bizlink, Sinbon

Luxshare, FIT Hong Teng,
Shenzhen Deren, Suzhou
Recodeal, Bizlink, Sinbon

CWTC, SDI, Jih Lin Cubic, Hanwei, Plantower

Major players

Interconnection Lead frame Gas sensor

Market size

Competitive landscape

16.1
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0.8
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1.3
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Auto Electronics: Auto Lead Frame Market to Expand at 14% CAGR in 2021-25
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COVERAGE UNIVERSE INVESTMENT BANKING CLIENTS (IBC) OTHER MATERIAL INVESTMENT
SERVICES CLIENTS (MISC)

STOCK RATING CATEGORY COUNT % OF TOTAL COUNT % OF TOTAL IBC % OF RATING
CATEGORY

COUNT % OF TOTAL
OTHER MISC

Overweight/Buy 1366 39% 318 42% 23% 593 39%
Equal-weight/Hold 1559 44% 357 47% 23% 708 46%
Not-Rated/Hold 0 0% 0 0% 0% 0 0%
Underweight/Sell 613 17% 91 12% 15% 226 15%
TOTAL 3,538 766 1527

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received investment banking compensation in the last 12 months. Due to rounding off of
decimals, the percentages provided in the "% of total" column may not add up to exactly 100 percent.
Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the
next 12-18 months.
Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.
Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad market benchmark, as indicated below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index or MSCI
sub-regional index or MSCI AC Asia Pacific ex Japan Index.
Stock Price, Price Target and Rating History (See Rating Definitions)
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INDUSTRY COVERAGE: S. Korea Technology

COMPANY (TICKER) RATING (AS OF) PRICE* (08/22/2022)

Ryan Kim
Advanced Process Systems Corp (265520.KQ) E (03/18/2022) W18,000
Duk San Neolux Co Ltd (213420.KQ) O (04/09/2020) W30,850
Ecopro BM (247540.KQ) O (08/03/2021) W113,000
Iljin Materials (020150.KS) O (02/21/2019) W70,000
L&F Co Ltd (066970.KQ) O (12/17/2020) W235,400
Posco Chemical Co Ltd. (003670.KS) O (08/10/2022) W160,000
SK IE Technology (361610.KS) E (07/28/2022) W87,800
Solus Advanced Materials Co Ltd (336370.KS) O (05/11/2021) W43,300
Wonik IPS Co Ltd (240810.KQ) O (09/07/2020) W28,400

Shawn Kim
LG Display (034220.KS) U (04/27/2022) W15,850
LG Electronics (066570.KS) O (01/04/2022) W100,000
LG Innotek (011070.KS) E (07/19/2021) W333,000
Samsung Electro-Mechanics (009150.KS) U (06/01/2022) W134,500
Samsung Electronics (005935.KS) O (11/18/2019) W54,700
Samsung Electronics (005930.KS) O (11/18/2019) W60,000
Samsung SDI (006400.KS) E (10/26/2021) W600,000
Samsung SDS (018260.KS) U (01/06/2022) W130,500
Seoul Semiconductor (046890.KQ) U (04/04/2018) W11,200
SK hynix (000660.KS) E (07/22/2022) W95,200

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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