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Company Overview - Previous Rating 1.00 Buy
DELTA is a Thailand-based fact d ter of  o9etPrice B9 2
IS a alland-based manuracturer and exporter o - Previous Target Price (Bt) 435

power supplies, DC converter and electronics equipment

Closing Price (Bt) 38.75

and parts. Expected Capital Gains (%) 18.71
i . Expected Dividend Yield (%) 6.19

e DELTA posted stronger-than-expected earnings in Expected Total Return (%) 24.90
1QCY13 on wider gross margin and effective cost cutting Raw Beta (Past 2yrs w eekly data) 0.72
strategy, pulling marketing expense sharply lower. Market Cap. (USD mn) 1,601

e Earnings in 2QCY13 are expected to soften g-q but Enterprise Value (USD mn) 1.173

overall performance appears to be upbeat and thus we Market Cap. (Bt mn) 48,336

Enterprise Value (Bt mn) 35,806

upgrade our CY13 earnings outlook.
o We rate DELTA a ‘BUY’ with a revised-up target price to
Bt46/share.

What is the news?
DELTA reported upbeat earnings in 1QCY13 on higher
gross margin and lower SG&A expense.

How do we view this?
We expect 2QCY13 earnings to soften g-q but better-than-
expected lower SG&A expense prompt us to raise our
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Investment Actions? cume. mn = rebase
We foresee promising earnings growth this year and Major Shareholders (%)
reiterate a ‘BUY’ rating on DELTA with a target price of 1. Citibank Nominees Singapore PTE Ltd-SA PBG Clients SG 58.1
Bt46/share. 2. Delta Hectronics Inc. o 55
3. State Street Bank Europe Limited 54
Key Financial Summary
FYE 12/11 12/12 12/13F 12/14F
Revenue (Btmn) 38,434 40,779 39,938 40,957
Net Profit, adj. (Btmn) 2,641 4,195 4,304 4,392
Net Profit (Btmn) 2,864 4,347 4,424 4,522
EPS, adj. (Bt) 2.12 3.36 3.45 3.52
EPS, (Bt) 2.30 3.49 3.55 3.63
P/E (X),adj. 18.3 11.5 11.2 11.0
BVPS (Bt) 15.92 18.04 19.18 20.39
P/B (X) 2.4 2.1 2.0 1.9
DPS (Bt) 1.20 2.40 2.40 2.45
Div. Yield (%) 3.1 6.2 6.2 6.3
Source: Bloomberg, PSR est.
*All multiples & yields based on current market price
Valuation Method
P/E13 (13x)
Analyst
Phillip Research Team
+65 65311240
research@phillip.com.sg
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1QCY13 earnings beat forecast

DELTA reported upbeat earnings in 1QCY13, rising 70%
y-y and 49% q-q, as operating expense declined at faster
pace, partially attributed to wider gross margin.

Sales rose 14% y-y to US$320mn in the quarter as a
result of i) higher sales in India after the implementation of
4G/LTE network; ii) rising sales in telecom power
solutions (TPS); and iii) increased demand for data center
products. Such notably increased sales, particularly high-
margin yielded products, and a reduction in provision for
TPS product segment helped widen quarterly gross
margin to 27% from 25.7% in 1QCY12. Furthermore,
lower R&D expense dragged SG&A to sale down to
14.9% from 18.4% a year earlier.

2QCY13 earnings likely to soften g-q; CY13 outlook
remains upbeat

Earnings in 2QCY13 are projected to soften g-g as a total
number of operation days is less than that of 1QCY13 on
the long holidays during Songkran festival. Nonetheless,
the flagship products in data center and TPS segments
will further drive sales higher in the quarter. A launch of
new model is expected to boost sales in the second half
of the year. To reflect promising growth outlook, we raise
our CY13 earnings projection by 5% from previous
estimate. Our sales forecast remains unchanged at
US$1,377mn, representing growth of 5% y-y, but gross
margin is expected to widen while SG&A to sales ratio is
revised down. Net profit is projected to grow 2% y-y to
Bt4,424mn (FX rate of Bt29/USD).

‘BUY’ maintained with Bt46 target price

DELTA is one of our top pick in electronic component
sector as the company has focused on high-margin
yielded projects, which catalyze earnings to outpace that
of industry peers. At current share prices, we reiterate a
‘BUY’ rating on DELTA with a target price of Bt46/share.
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FYEDec CY10 CY1l1l CY12 CY13F CY14F
Valuation Ratios

PIE (X), adj. 12.2 18.3 115 11.2 11.0

P/B (X) 25 24 21 2.0 1.9

EV/EBITDA (X), adj. 7.8 10.8 7.2 6.9 6.8

Dividend Yield (%) 4.4 3.1 6.2 6.2 6.3

Per share data (Bt)

EPS, reported 3.33 2.30 3.49 3.55 3.63

EPS, adj. 3.18 2.12 3.36 3.45 3.52

DPS 1.70 1.20 2.40 2.40 2.45

BVPS 15.47 15.92 18.04 19.18 20.39

Growth & Margins (%)

Growth

Revenue 324 7.6 6.1 -2.1 2.6
EBITDA 36.2 -28.0 50.5 41 2.2
EBIT 71.8 -30.0 53.9 4.6 2.2
Net Income, ad|. 80.7 -33.4 58.8 2.6 2.0
Margins

EBITDA margin 129 8.6 12.2 13.0 129
EBIT margin 11.2 7.3 105 11.3 11.2
Net Profit Margin 11.2 6.9 10.3 10.8 10.7
Key Ratios

ROE (%) 21.3 135 18.8 18.2 18.1

ROA (%) 14.0 9.1 13.1 12.9 12.9

Net Debt-Cash (7,684) (8,009) (11,618) (11,248) (12,286)
Net Gearing(X) Net Cash Net Cash Net Cash Net Cash Net Cash

Income Statement (Bt mn)

Revenue 35,730 38,434 40,779 39,938 40,957
EBITDA 4,600 3,313 4,985 5,192 5,304
Depreciation & Amortisation 647 746 798 838 880
EBIT 3,990 2,794 4,299 4,497 4,596
Net Finance (Expense)/Income (61) (98) (95) (105) (91)
Other items 288 494 596 623 664
Associates & JVs 11 17 0 0 0
Profit Before Tax 3,929 2,697 4,204 4,392 4,505
Taxation (67) 55 9 88 113
Profit After Tax 3,995 2,641 4,195 4,304 4,392
Non-controlling Interest (28) 0 0 0 0
Net Income, reported 4,153 2,864 4,347 4,424 4,522
Net Income, adj. 3,968 2,641 4,195 4,304 4,392

Source: PSR est.
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FYE Dec CY10 CY11 CY12 CY13F CY14F
Balance Sheet (Bt mn)

Cash 9,207 9,513 12,782 12,500 13,513
ST Investments

Accounts Receivables 6,223 6,859 7,027 7,112 7,294
Inventories 6,468 5,952 5,466 5,822 5,979
Others 916 944 852 937 1,030
Total current assets 22,814 23,269 26,127 26,371 27,816
PPE 4,225 4,724 4,984 5,224 5,339
Intangibles 727 753 688 672 599
Associates & JVs 545 0 0 0 0
Others 374 304 406 414 423
Total non-current assets 6,797 6,630 6,948 7,167 7,206
Total Assets 29,611 29,899 33,075 33,538 35,022
Short term loans 1,297 1,278 905 1,019 1,017
Accounts Payables 7,455 7,173 8,144 7,278 7,473
Others 434 453 315 299 285
Total current liabilities 9,186 8,904 9,365 8,596 8,775
Long term loans 226 226 259 233 209
Others 902 59 88 93 98
Total liabilities 10,313 10,040 10,578 9,816 10,002
Non-controlling interest 87 0 0 0 0
Shareholder Equity 19,210 19,859 22,497 23,722 25,020

Cashflow Statements (Bt mn)

CFO

PBT 4,114 2,919 4,357 4,512 4,635
Adjustments 937 1,334 858 779 999
Cash from ops before WC changes 5,003 3,916 5,276 5,339 5,629
WC changes (2,648) (943) 1,039 (1,618) (532)
Cash generated from ops 2,405 3,113 6,508 3,916 5,285
Taxes paid, net (96) (92) (50) (73) (98)
Interest paid (56) (90) (85) (120) (106)
Cashflow from ops 2,252 2,931 6,373 3,723 5,082
CFl

CAPEX, net (1,437) (1,263) (1,152) (1,057) (965)
Investments in subs & associates

Cashflow from investments (1,213) (568) (1,226) (1,094) (1,004)
CFF

Share issuance

Loans, net of repayments (174) (124) (359) 138 20
Dividends to shareholders & capital reduction (1,871) (2,121) (1,497) (2,994) (2,999)
Others

Cashflow from financing (2,045) (2,245) (1,856) (2,856) (2,979)
Net change in cash (1,376) 133 3,167 (364) 948
Effects of exchange rates (371) 14 (125) (137) (151)
CCE end 9,207 9,513 12,782 12,500 13,513

Source: PSR est.
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Important Information

This publication is prepared by Phillip Securities Research Pte Ltd., 250 North Bridge Road, #06-00, Raffles City
Tower, Singapore 179101 (Registration Number: 198803136N), which is regulated by the Monetary Authority of
Singapore (“Phillip Securities Research”). By receiving or reading this publication, you agree to be bound by the terms
and limitations set out below.

This publication has been provided to you for personal use only and shall not be reproduced, distributed or published
by you in whole or in part, for any purpose. If you have received this document by mistake, please delete or destroy it,
and notify the sender immediately. Phillip Securities Research shall not be liable for any direct or consequential loss
arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources, which Phillip Securities Research
has no reason to believe are unreliable and any analysis, forecasts, projections, expectations and opinions
(collectively, the “Research”) contained in this publication are based on such information and are expressions of belief
of the individual author or the indicated source (as applicable) only. Phillip Securities Research has not verified this
information and no representation or warranty, express or implied, is made that such information or Research is
accurate, complete, appropriate or verified or should be relied upon as such. Any such information or Research
contained in this publication is subject to change, and Phillip Securities Research shall not have any responsibility to
maintain or update the information or Research made available or to supply any corrections, updates or releases in
connection therewith. In no event will Phillip Securities Research or persons associated with or connected to Phillip
Securities Research, including but not limited its officers, directors, employees or persons involved in the preparation
or issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not limited to
any special, direct, indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage
of this publication or (ii) accept any legal responsibility from any person who receives this publication, even if it has
been advised of the possibility of such damages. You must make the final investment decision and accept all
responsibility for your investment decision, including, but not limited to your reliance on the information, data and/or
other materials presented in this publication.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date
indicated and are subject to change at any time without prior notice.

Past performance of any product referred to in this publication is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This
publication should not be relied upon exclusively or as authoritative, without further being subject to the recipient’s own
independent verification and exercise of judgment. The fact that this publication has been made available constitutes
neither a recommendation to enter into a particular transaction, nor a representation that any product described in this
material is suitable or appropriate for the recipient. Recipients should be aware that many of the products, which may
be described in this publication involve significant risks and may not be suitable for all investors, and that any decision
to enter into transactions involving such products should not be made, unless all such risks are understood and an
independent determination has been made that such transactions would be appropriate. Any discussion of the risks
contained herein with respect to any product should not be considered to be a disclosure of all risks or a complete
discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any
decision to purchase any product mentioned in this research should take into account existing public information,
including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, may
provide an array of financial services to a large number of corporations in Singapore and worldwide, including but not
limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting
activities), brokerage or securities trading activities. Phillip Securities Research, or persons associated with or
connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons
involved in the preparation or issuance of this report, may have participated in or invested in transactions with the
issuer(s) of the securities mentioned in this publication, and may have performed services for or solicited business
from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the
preparation or issuance of this report, may have provided advice or investment services to such companies and
investments or related investments, as may be mentioned in this publication.
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Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report may, from
time to time maintain a long or short position in securities referred to herein, or in related futures or options, purchase
or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other
compensation in respect of the foregoing. Investments will be denominated in various currencies including US dollars
and Euro and thus will be subject to any fluctuation in exchange rates between US dollars and Euro or foreign
currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price
or income return of the investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the
preparation or issuance of this report, may at any time engage in any of the above activities as set out above or
otherwise hold a interest, whether material or not, in respect of companies and investments or related investments,
which may be mentioned in this publication. Accordingly, information may be available to Phillip Securities Research,
or persons associated with or connected to Phillip Securities Research, including but not limited to its officers,
directors, employees or persons involved in the preparation or issuance of this report, which is not reflected in this
material, and Phillip Securities Research, or persons associated with or connected to Phillip Securities Research,
including but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following
its publication. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research,
including but not limited its officers, directors, employees or persons involved in the preparation or issuance of this
report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of
this material.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person
or entity in any jurisdiction or country where such distribution, publication, availability or use would be contrary to the
applicable law or regulation or which would subject Phillip Securities Research to any registration or licensing or other
requirement, or penalty for contravention of such requirements within such jurisdiction.

Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on
Investment Products (FAA-NO1) do not apply in respect of this publication.

This material is intended for general circulation only and does not take into account the specific investment objectives,
financial situation or particular needs of any particular person. The products mentioned in this material may not be
suitable for all investors and a person receiving or reading this material should seek advice from a professional and
financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such
products, taking into account the specific investment objectives, financial situation or particular needs of that person,
before making a commitment to invest in any of such products.

Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection
with, this document.

This report is only for the purpose of distribution in Singapore.
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