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Earnings summary

FYE (Jun) FY20 FY21f FY22
PATMI - core (RM m) 140.7  309.0  347.1
EPS - core (sen) 4.2 9.2 10.4
P/E (x) 713 325 289

24 May 2021
Results Review: 3QFY21

Inari Amertron

Still a beat despite seasonal weakness

Inari’s 9MFY21 core net profit of RM248m (+143% YoY) exceeded our and
consensus expectations. The strong performance was mainly thanks to higher-
than-expected EBITDA margin and lower-than-expected D&A. Proposed third
interim single tier and a special DPS of 2.2 sen and 1.8 sen, which both go ex on
8 Jun. Inari will continue to expand capacity to meetthe robust RF demand and
prepared for new opportunities ahead. Reiterate BUY but with lower TP of
RM3.81, pegged to 35x CY22 FD EPS. We strongly believe that iPhone 12 super
cycle is likely to boost Inari back to its glory days while opto division is expected
to improve with more customer diversifications and partnerships.

Exceeded expectations. 3QFY21 core net profit of RM73m (-27% QoQ, +233% YoY)
brought 9MFY21 sum to RM248m (+143% YoY) which beat HLIB and consensus
expectations at 83% and 85%, respectively. The outperformance was attributable to
higher-than-expected EBITDA margin and lower-than-expected D&A. OMFY?21 one-off
adjustments include reversal of inventories to net realisable value (-RM2.3m), forex loss
(+RM9m) and others.

Dividend. Proposed third interim single tier and a special DPS of 2.2 sen and 1.8 sen,
respectively (3QFY20: 1.0 sen), which goes ex on 8 Jun. YTD DPS amounted to 8.5
sen vs OMFY20’s 3.3 sen.

Qo0Q. Besides weaker USD (3QFY21: RM4.06/USD vs 2QFY21l: RMA4.11/USD),
turnover eased 9% to RM343m due to lower wlume loading in RF products, albeit this
was partially cushioned by higher contributions from both optoelectronics and generic
segments. In turn, core net profit fell by 27% to RM73m attributable to less favourable
sales mix where contribution from higher-margin RF was lower and higher effective tax
rate.

YoY. While forex was unfavourable (v 3QFY20: RM4.17/USD), revenue leaped 41%
due to higher wolume loading of products, primarily RF products. Stripping off non-core
items, core earnings more than doubled attributable to the favourable sales mix and
reversal of deferred tax provision.

YTD. For the same reason as above, top and bottom lines increased by 29% and 143%,
respectively.

Outlook. The recowvery in global growth, the sustained strong global semiconductor
demand coupled with 5G adoption are all positive catalysts for Inari. Barring further
unfavourable pandemic dewvelopments (more restrictive containment measures) and
worsening of part shortages, Inari expects positive growths in its top and bottom lines
for FY21 and continuing into FY22. Looking ahead, the group will explore means to
continue ramping up capacity for the strong 5G demand and to be well positioned for
new growth opportunities ahead.

Private placement. Announced earlier to issue 333m new shares (circa 10% of total
outstanding shares) to raise circa RM1bn. The listing application for the placement
shares was submitted to Burs on 11 May.

Forecast. Based on the deviations mentioned abowe, we tweaked our FY21 estimate
upward resulting core PATAMI higher by 3%, while FY22-23’s are unchanged.

Reiterate BUY but with lower TP of RM3.81 (previously RM3.88) after factoring ESOS
dilution. Our TP is pegged to unchanged 35x of CY22 FD EPS. We strongly believe that
iPhone 12 super cycleis likely to boost Inari back to its glory days while opto division is
expected to improve with more customer diversifications and partnerships.
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Financial Forecast

Allitems in (RM m) unless otherwise stated

Income statement Quarterly financial summary

FYE Jun FY19 FY20 FY21f FY22f FY23f FYE Jun 3Q20 4Q20 1Q21 2021 3Q21
Revenue 1,1529 1,080 14672 16364  1,766.4 Revenue 242.6 233.3 476 376.8 429
COGS (849.8) (792.1)  (1,027.3) (1,150.8) (1,240.2) COGS (178.5) (175.2) (246.0) (257.8) (232.5)
EBITDA 303.0 265.8 439.9 485.7 526.2 EBITDA 64.1 58.1 101.6 119.0 110.4
D&A (94.9) (102.4) (107.8) (110.0) (111.8) D&A (25.5) (26.3) (25.4) (25.4) (25.7)
EBIT 208.2 163.4 3321 375.7 414.4 EBIT 38.6 31.9 76.2 93.6 84.7
Net Interest Income 8.0 9.5 11.2 9.9 9.8 Net Interest Income 2.3 2.6 1.3 1.3 22
Associates 0.0 (0.6) 0.0 0.0 0.0 Associates ©.1) (0.4) ©.1) 0.2) ©.1)
PBT 216.2 172.4 343.3 385.6 424.3 PBT 40.8 34.1 774 9.7 86.7
Tax (23.9) (15.9) (34.3) (38.6) (42.4) Tax (5.7) 2.1 (7.3) (4.6) (4.8)
Net Profit 192.3 156.4 309.0 7.1 381.9 Net Profit 35.1 36.1 70.1 90.1 81.9
Minority Interests 0.6 (0.7) 0.0 0.0 0.0 Minority Interests 0.0 0.7) 0.0 0.0 0.1
PATAMI 193.0 155.8 309.0 u7.1 381.9 PATAMI 35.1 35.5 70.1 90.1 81.9
Exceptionals 9.8) (15.1) 0.0 0.0 0.0 Exceptionals (13.3) 3.1 6.3 9.5 9.5
Adjusted PATAMI 183.2 140.7 309.0 3471 381.9 Adjusted PATAMI 1.7 38.5 76.4 99.5 725
Basic Shares (m) 3,344.0 3,344.0 3,344.0 3,344.0 3,344.0 Basic Shares (m) 3,344.0 3,344.0 3,344.0 3,344.0 3,344.0
Rep. EPS sen 5.8 4.7 9.2 10.4 11.4 Rep. EPS sen 1.0 1.1 2.1 2.7 25
Adj. EPS sen 55 4.2 9.2 10.4 11.4 Adj. EPS sen 0.7 1.2 2.3 3.0 2.2
Adj. FD EPS sen 55 4.2 9.2 10.4 11.4 Adj. FD EPS sen 0.7 1.2 2.3 3.0 2.2
Balance sheet Valuation Ratios

FYE Jun FY19 FY20 FY21f FY22f FY23f FYEJun FY19 FY20 FY21f FY22f FY23f
Cash 429.7 594.6 529.7 526.4 534.5 PER (x) 52.0 64.4 325 289 26.3
Receivables 226.9 215.1 301.5 336.3 363.0 Adj. PER (x) 54.8 71.3 325 289 26.3
Inventories 172.7 145.9 197.0 220.7 237.8 FD PER (x) 54.8 71.3 325 289 26.3
Investments 0.0 5.7 5.7 5.7 5.7 Net DPS sen 52 44 8.3 9.3 10.3
Fixed Assets 489.5 478.8 491.0 501.0 509.2 NetDY (%) 1.7 1.5 2.8 31 3.4
Intangibles 22 2.3 23 23 2.3 Book/share sen 334 36.0 36.9 38.0 391
Other Assets 13.2 215 215 215 215 P/Book (x) 9.0 8.3 8.1 7.9 7.7
Ttl Assets 1,3341  1,463.8 15486 1,613.7  1,674.0 FCF/share sen 26 7.7 6.4 9.2 10.5
Payables 154.6 199.4 253.3 283.7 305.8 FCFyield (%) 0.9 26 2.1 3.1 35
Short Term Debt 6.2 5.0 5.0 5.0 5.0 Mkt Cap 10,0320 10,0320 10,032.0  10,032.0  10,032.0
Long Term Debt 8.7 1.1 1.1 1.1 1.1 Net Cash(Debt) 414.8 588.4 523.6 520.2 528.4
Other Liabiliies 427 49.3 49.3 49.3 49.3 EV 96172 94436 95084  9,511.8 9,503.6
Ttl Liab 2122 254.9 308.8 339.2 361.3 EV/EBITDA (x) 31.7 35.5 216 19.6 18.1
Shareholders' Funds 1,1184  1,2047 12356  1,270.3  1,308.5 ROE (%) 16.4 1.7 250 21.3 29.2
Minority Interests 35 4.2 4.2 4.2 4.2 Current Ratio (x) 5.2 4.7 4.0 3.8 3.7
Total S/H Equity 1,1220 1,2089 12398 127145 13127 Quick Ratio (x) 4.1 4.0 32 3.0 2.9
Ttl Liab&S/H Funds 1,3341  1,463.8 15486 1,613.7  1,674.0 Interest Cover (x) 179.1 191.5 389.3 440.5 485.9
Cashflow Analysis Other Ratios

FYE Jun FY19 FY20 FY21f FY22f FY23f FYE Jun FY19 FY20 FY21f FY22f FY23f
EBITDA 303.0 265.8 439.9 485.7 526.2 Sales Growth (%) 8.2 38.7 1.5 7.9
Tax Paid (35.2) (21.8) (34.3) (38.6) (42.4) EBITDA Growth (% ) -12.3 65.5 10.4 8.3
Working Capital Chgs (12.6) 89.6 (83.6) (28.0) (21.8) EBIT Growth (%) 215 103.3 13.1 10.3
Other 15.0 14.0 1.2 9.9 9.8 PBT Growth (%) -20.3 99.2 12.3 10.0
Operating CF 270.3 347.6 333.2 429.0 471.8 Net Profit Growth (%) -18.7 97.5 12.3 10.0
FCF 86.5 256.0 213.2 309.0 351.8 EBITDA Margin (%) 26.3 25.1 30.0 29.7 29.8
CAPEX (183.7) (91.6) (120.0) (120.0) (120.0) EBIT Margin (% ) 18.1 15.4 26 23.0 235
Asset Sales 1.0 8.6 0.0 0.0 0.0 PBT Margin (% ) 18.8 16.3 234 236 24.0
Acquisitions 0.0 (6.3) 0.0 0.0 0.0 Net Profit Margin (%) 16.7 14.8 211 21.2 21.6
Other 0.0 6.1) 0.0 0.0 0.0 Net Debt/Equity (%) Cash Cash Cash Cash Cash
Investing CF (182.7) (95.4) (120.0) (120.0) (120.0) CAPEX/Sales (%) 15.9 8.7 8.2 7.3 6.8
Dividends (211.6) (140.8) (278.1) (312.3) (343.7)

Debt Chgs 0.0 0.0 0.0 0.0 0.0

Other 20.8 411 0.0 0.0 0.0

Financing CF (190.8) (99.7) (278.1) (312.3) (343.7)

Net Cashflow (103.2) 152.6 (64.9) (3.3) 8.2
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Figure #1 Quarterly results comparison

FYE Dec (RM m) 3QFY20 2QFY21 3QFY21 QoQ (%) YoY (%) 9IMFY20 IMFY21 YoY (%)
Revenue 242.6 376.8 342.9 (9.0) 41.4 824.6 1,067.4 294
EBITDA 64.1 119.0 110.4 (7.2) 72.3 207.7 331.0 59.4
EBITDA Margin (%) 26.4 31.6 322 25.2 31.0

EBIT 38.6 93.6 84.7 (9.6) 119.3 131.5 254.5 935
PBT 40.8 9%.7 86.7 (8.4) 112.8 138.3 258.9 87.2
PAT 35.1 90.1 81.9 (9.1) 133.6 120.3 242.0 101.2
Reported PATMI 35.1 90.1 81.9 (9.0) 133.7 120.3 242.1 101.3
Core PATMI 21.7 9.5 725 (27.2) 233.3 102.1 248.4 1432
Basic EPS (sen) 1.0 2.7 25 (9.0 133.7 36 72 101.3
Adj basic EPS (sen) 0.7 3.0 2.2 (27.2) 2333 31 74 143.2

Bursa, HLIB Research
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Hong Leong Investment Bank Berhad (10209-W)

Disclaimer

The information contained in this report is based on data obtained from sources believed to be reliable. However, the data and/or sources have not been independently
verified and as such, no representation, express or implied, are made as to the accuracy, adequacy, completeness or reliability of the info or opinions in the report.

Accordingly, neither Hong Leong Investment Bank Berhad nor any of its related companies and associates nor person connected to it accept any liability whatsoever for
any direct, indirect or consequential losses (including loss of profits) or damages that may arise from the use or reliance on the info or opinions in this publication.

Any information, opinions or recommendations contained herein are subject to change at any fime without prior noice. Hong Leong Investment Bank Berhad has no
obligation to update its opinion or the information in this report.

Investors are advised to make their own independent evaluation of the info contained in this report and seek independent financial, legal or other advice regarding the
appropriateness  of investing in any securities or the investment strategies discussed or recommended in this report. Nothing in this report constitutes investment, legal,
accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise represents a personal
recommendation to you.

Under no circumstances should this report be considered as an offer to sell or a solicitation of any offer to buy any securities referred to herein.

Hong Leong Investment Bank Berhad and its related companies, their associates, directors, connected parties and/or employees may, from time to time, own, have
positions or be materially interested in any securiies mentioned herein or any securities related thereto, and may further actas market maker or have assumed underwriting
commitment or deal with such securiies and provide advisory, investment or other services for or do business with any companies or entiies mentioned in this report In
reviewing the report, investors should be aware that any or all of the foregoing among other things, may give rise to real or potential conflict of interests.

This research report is being supplied to you on a striclly confidential basis solely for your information and is made strictly on the basis that it will remain confidential. All
materials presented in this report, unless specifically indicated otherwise, are under copyright to Hong Leong Investment Bank Berhad. This research report and its contents
may not be reproduced, stored in a refrieval system, redistriibuted, transmitted or passed on, direclly or indirectly, to any person or published in whole orin part, or altered
inany way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to websites. Hong Leong Investment Bank Berhad takes no responsibility for the content contained therein.
Such addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank Berhad ownwebsite material) are provided solely for your convenience.
The information and the content of the linked site do not in any way form part of this report. Accessing such website or following such link through the report or Hong Leong
Investment Bank Berhad website shall be at your own risk.

1. As of 24 May 2021, Hong Leong Investment Bank Berhad has proprietary interest in the following securiies covered in this report:
@ -

2. As of 24 May 2021, the analyst(s) whose name(s) appears on the front page, who prepared this report, has interest in the following securiies covered in this report:

@) -

Published & printed by:

Hong Leong Investment Bank Berhad (10209-W)
Level 28, Menara Hong Leong,

No. 6, Jalan Damanlela,

Bukit Damansara,

50490 Kuala Lumpur

Tel: (603) 2083 1800

Fax: (603) 2083 1766

Stockrating guidelines

BUY Expected absolute retumn of +10% or more over the next 12 months.

HOLD Expected absolute return of -10% to +10% overthe next 12 months.

SELL Expected absolute retumn of -10% or less over the next 12 months.

UNDER REVIEW Rating on the stock is temporarily under review which may or may not result to a change from the previous rating.
NOT RATED Stock is not or no longer within regular coverage.

Sectorrating guidelines

OVERWEIGHT Sector expected to outperform the market over the next 12 months.
NEUTRAL Sector expected to perform in-line with the market over the next 12 months.
UNDERWEIGHT Sector expected to underperform the market over the next 12 months.

The stock rating guidelines as stipulated above serves as a guiding principle to stock ratings. However, apart from the abovementioned quantitaive definitions, other
qualitative measures and situational aspects will also be considered when arriving at the final stock rating. Stock rating may also be affected by the market capitalisation
of the individual stock under review.
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