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Growing big in China
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We are positive on the MoU with China Fortune-Tech Capital
(a VC firm incorporated by SMIC) to set up a JV in China,
offering OSAT related businesses. The new JV will utilise the
existing facilities of Inari’s wholly-owned subsidiary,
Amertron Technology (Kunshan), to accelerate the
qualification process for new customers before moving into
a new plant when the need arises. Such a move is in tandem
with Inari’s goal to broaden its revenue stream and ride on
China’s ambitious plan to achieve self-sufficiency (currently
16% vs its 70% target) in the semiconductor industry. BUY
with TP of RM4.80 based on 40x FY22E PER
Inari announced that the group has entered into a MoU with
China Fortune-Tech Capital Co. Ltd. (CFTC) to carry out
outsourced semiconductor assembly and test (OSAT) related
businesses in China. The new JV company requires a total
capital of RMB1.71bn (c.RM1.11bn) where Inari will contribute
100% equity shares of its wholly-owned subsidiary, Amertron
Technology (Kunshan), and RMB463m (c.RM299m) cash while
CFTC contributes RMB749m cash and RMB21m as 100% of
equity shares of Yiwu Semiconductor International
Corporation. Inari will have 55% stake of the new JV while CFTC
holds the remaining 45%.
CFTC is a venture capital firm incorporated by China’s largest
pure
play
semiconductor
foundry,
Semiconductor
Manufacturing International Corporation (SMIC), focusing on
IC design, materials, equipment, and IP services. We believe
that Inari was identified by CFTC due to its excellent track
record in the OSAT space and its capabilities which often
attracts large MNC customers.
While Inari has yet to provide further information on its
potential customers and products involved in the new JV, we
opine that it is likely related to the optoelectronic segment,
mainly in the automotive space, in line with the expertise in its
Kunshan plant. Amertron Technology (Kunshan) has a land
area of 50k sq. ft. and contributes c.10% to the group’s
revenue.
Source: Kenanga Research
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Definition
The stock return is expected to exceed the KLCI benchmark by more than 10% over the next 6-12
months.
Short-term positive development on the stock that could lead to a re-rating in the share price and
translate into an absolute return of 10% over the next 3-6 months. Trading Buy is generally for
investors who are willing to take on higher risks.
The stock return previously recommended has gained by >10%
The stock return is expected to be in line with the KLCI benchmark (+/- 5%) over the next 6-12
months.
The stock return is expected to underperform the KLCI benchmark by more than 10% over the
next 6-12 months.

SECTOR
Overweight

Industry expected to outperform the KLCI benchmark, weighted by market capitalization, over
the next 6-12 months.

Neutral

Industry expected to perform in-line with the KLCI benchmark, weighted by market
capitalization, over the next 6-12 months.

Underweight

Industry expected to underperform the KLCI benchmark, weighted by market capitalization,
over the next 6-12 months.

Scoring model:
The in-house scoring model is derived from Rakuten Trade Research valuation matrix based on earnings growth, earnings
visibility, business model, valuation, balance sheet, technical analysis, and shareholder value creation. Each parameter is
given a specific weighting.

All buy calls are based on the research team's judgement. Investing is risky and trading is at your own risk. We advise investors to:
•
read and understand the contents of the disclosure document or any relevant agreement or contract before investing;
•
understand the risks involved in relation to the product or service;
•
compare and consider the fees, charges and costs involved; and
•
make your own risk assessment and seek professional advice, where necessary.
This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do
not make any representations as to its accuracy or completeness. Any recommendation contained within does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This is not
to be taken in substitution for the exercise of judgement by addressees and further shall not be re-distributed to any other third party.
Rakuten Trade Sdn Bhd accepts no liability whatsoever for any direct or consequential loss arising from any use of the contents within or
any solicitations of an offer to buy or sell any securities. Rakuten Trade Sdn Bhd and its associates, their directors, and/or employees may
have positions in, and may affect transactions in securities mentioned herein from time to time in the open market or otherwise, and may
receive brokerage fees or act as principal or agent in dealings with respect to these companies.
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