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Financial Highlights

YE 31 Dec (RMBm) FY12 FY13 FY14 FY15E FY16E
Revenue 3,984 5813 8,426 11,450 13,725
Net Profit 346 440 566 794 933
Net EPS (RMB) 0.346 0435 0.516 0.724 0.850
YoY Growth (%) 61 26 19 40 17
PER 31.8 253 214 15.2 13.0
DPS (HK$) 0.13 0.16 0.19 0.26 0.31
Dividend Yield (%) 1.0 12 14 20 23

Source: Company data, BOCOM Int estimates
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Results largely in line. Sunny Optical’s net profit increased by 28.5% YoY to
RMB566m in FY14, largely in line with our estimate. Revenue surged by 45% YoY to
RMBS8.4bn, mainly driven by the key Optoelectronics Products (up 54% YoY). Blended
gross margin expanded to 15.9% in 2H14 from 14.6% in 1H14, mainly supported by
margin recovery across Optoelectronics Products (10.9% in 1H vs. 12% in 2H) and
Optical Instrument (35.9% in 1H vs. 37.7% in 2H). A final dividend of RMBO0.155 was
recommended, implying 30% payout ratio, similar to historical level.

HLS and VLS as key growth drivers in 2015. Handset Lens Set (HLS) and Vehicle Lens
Set (VLS) continued the healthy growth momentum in 2014, with shipment volume
soaring by 117% and 100% YoY, respectively. Looking forward to 2015, HLS will
continue the robust growth trend, with shipment growth at 50%+ as per
management guidance. In addition, the proportion of high resolution (8MP, 10MP+)
reached 19% and 2% in 2014, respectively, and is expected to further advance in
2015. For VLS, Sunny is on the way to further enhancing its leading market position.
As boosted by HLS and VLS, management expects gross margin for Optical
Component to achieve a 2-ppt expansion in 2015.

HCM growth to normalize ahead. Handset Camera Module (HCM)’s shipment surged
by 41% YoY to 187mn units in 2014, with the proportion of high resolution (8MP and
10MP+) reaching 24.7% and 15.7%, respectively. Looking forward, shipment growth
is expected to normalize at 20-30% in 2015, which is in line with the slowdown in the
overall smartphone market. Meanwhile, with further enhancement in high resolution
and high end features (like dual camera and OIS), average selling price will continue
the uptrend in 2015 with gross margin stabilized at current levels.

Maintain BUY rating and raise target price to HK$16.0. In view of the positive 2015
outlook as supported by the key HCM market and HLS & VLS markets, Sunny intends
to incur RMB400m CAPEX in 2015 (RMB100m in HLS capacity expansion, RMB150m
in HCM, and RMB30-50m in VLS capacity expansion). We raise our FY15/16E net
profit forecasts by 5.7%/6.7% to reflect the better growth outlook and gross margin
assumption. We maintain Buy rating on the counter and lift target price to HK$16.0,
rolling forward to 18X FY15E P/E.
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Stock data
52w High 14.50
52w Low 7.02
Market cap (HK$m) 14,765.62
Issued shares (mn) 1,097.00
Avg daily vol (m) 4.52
1-mth change (%) 24.86
YTD change (%) 0.60
50d MA 12.03
200d MA 11.65
14-day RSI 68.3

Source: Company data, Bloomberg
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Figure 1: FY2014 Results Highlights

(RMBm) FY13 FY14 YoY Chg 2H13 1H14 2H14 YoY Chg HoH Chg

(ppt) (ppt) (ppt)
Revenue 5,813 8,426 45 3,027 3,836 4,590 52 20
Gross profit 967 1,289 33 527 562 728 38 30
S&D expenses -88 -89 2 -46 -43 -46 1 8
G&A expenses -166 -231 39 -86 -101 -130 52 29
R&D expenses -251 -392 56 -149 -149 -243 63 63
Finance costs -7 -14 112 -5 -7 -7 41 -7
Profit Before Taxation 504 634 26 269 301 333 24 11
Income tax expenses -64 -73 14 -23 -47 -26 12 -44
Net Profit 440 566 29 244 257 309 27 20
Net EPS (RMB) 0.44 0.52 19 0.24 0.23 0.28 16 20

Source: Company data, BOCOM Int'l

Figure 2: FY2014 Key Margins and Ratios (%)

Margins & Ratios (%) FY13 FY14 YoY Chg 2H13 1H14 2H14 YoY Chg HoH Chg

(ppt) (ppt) (ppt)
Gross margin 16.6 15.3 -1.3 174 14.6 15.9 -1.5 1.2
EBIT margin 8.7 75 -1.2 8.9 7.8 7.3 -1.6 0.6
S&D expenses to revenue -15 -11 0.5 -15 1.1 -1.0 0.5 0.1
G&A expenses to revenue 29 2.7 0.1 2.8 2.6 -2.8 0.0 -0.2
R&D expenses to revenue 4.3 47 0.3 -4.9 -3.9 -5.3 04 14
OPEX to revenue ratio 8.7 -8.5 0.2 9.3 -1.6 9.1 0.1 -15
Effective tax rate -12.6 -11.5 1.1 -8.6 -15.6 -1.8 0.8 78
Net margin 76 6.7 0.9 8.0 6.7 6.7 -1.3 0.0

Source: Company data, BOCOM Intl

Figure 3: FY2014 Segment revenue

(RMBm) FY13 FY14 YoY Chg 2H13 1H14 2H14 YoY Chg HoH Chg
(%) (%) (%)

Optical Component 1,164 1,403 21 600 585 818 36 40
Optoelectronic products 4,416 6,803 54 2,297 3,139 3,665 60 17
Optical Instrument 233 221 -5 131 113 108 -17 -4
Total Revenue 5,813 8,426 45 3,027 3,836 4,590 52 20

Source: Company data, BOCOM Int'l

Figure 4: FY2014 Segment gross margin

(Margins & Ratios (%) FY13 FY14 YoY Chg 2H13 1H14 2H14 YoY Chg HoH Chg
(ppt) (ppt) (ppt)

Optical Component 246 26.7 21 26.3 26.6 26.8 0.5 0.2
Optoelectronic products 12.6 115 -11 131 10.9 12.0 -1.0 1.1
Optical Instrument 37.3 36.8 05 37.8 359 37.7 0.0 1.8
Blended gross margin 16.6 156.3 13 174 14.6 15.9 -15 1.2

Source: Company data, BOCOM Int'l
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Analyst Certification

The authors of this report, hereby declare that: (i) all of the views expressed in this report accurately reflect their personal views about any
and all of the subject securities or issuers; and (ii) no part of any of their compensation was, is, or will be directly or indirectly related to the
specific recommendations or views expressed in this report; (iii) no insider information/ non-public price-sensitive information in relation to
the subject securities or issuers which may influence the recommendations were being received by the authors.

The authors of this report further confirm that (i) neither they nor their respective associates (as defined in the Code of Conduct issued by the
Hong Kong Securities and Futures Commission) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior
to the date of issue of the report; (ii)) neither they nor their respective associates serve as an officer of any of the Hong Kong listed companies
covered in this report; and (iii) neither they nor their respective associates have any financial interests in the stock(s) covered in this report.

Disclosure of relevant business relationships

BOCOM International Securities Limited, and/or its associated companies, has investment banking relationship with Bank of Communications,
Harbin Bank Co., Ltd., Azure Orbit International Finance Limited, Hanhua Financial Holding Co., Ltd., Central China Securities Company Limited,
China New City Commercial Development Limited, China Shengmu Organic Milk Limited, Broad Greenstate International Company Limited, China
National Culture Group Limited, Sichuan Development Holding Co. Ltd., AustarLifesciences Limited and BAIC Motor Corporation Limited within
the preceding 12 months.

BOCOM International Holdings Company Limited currently holds more than 1% of the equity securities of Shanghai Fosun Pharmaceuticals Group
Co. Ltd.

BOCOM International Securities Limited currently holds more than 1% of the equity securities of SanmenxiaTianyuan Aluminum Company Limited.

Disclaimer

By accepting this report (which includes any attachment hereto), the recipient hereof represents and warrants that he is entitled to receive
such report in accordance with the restrictions set forth below and agrees to be bound by the limitations contained herein. Any failure to
comply with these limitations may constitute a violation of law.

This report is strictly confidential and is for private circulation only to clients of BOCOM International Securities Ltd. This report is being
supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated, stored
or reproduced in any form by any means or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for
any purpose without the prior written consent of BOCOM International Securities Ltd.

BOCOM International Securities Ltd, its affiliates and related companies, their directors, associates, connected parties and/or employees may own
or have positions in securities of the company(ies) covered in this report or any securities related thereto and may from time to time add to or
dispose of, or may be interested in, any such securities. Further, BOCOM International Securities Ltd, its affiliates and its related companies may
do and seek to do business with the company(ies) covered in this report and may from time to time act as market maker or have assumed an
underwriting commitment in securities of such company(ies), may sell them to or buy them from customers on a principal basis and may also
perform or seek to perform investment banking, advisory, underwriting, financing or other services for or relating to such company(ies) as well as
solicit such investment, advisory, financing or other services from any entity mentioned in this report. In reviewing this report, an investor
should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

The information contained in this report is prepared from data and sources believed to be correct and reliable at the time of issue of this
report. This report does not purport to contain all the information that a prospective investor may require and may be subject to late
delivery, interruption and interception. BOCOM International Securities Ltd does not make any guarantee, representation or warranty,
express or implied, as to the adequacy, accuracy, completeness, reliability or fairness of any such information and opinion contained in this
report and accordingly, neither BOCOM International Securities Ltd nor any of its affiliates nor its related persons shall not be liable in any
manner whatsoever for any consequences (including but not limited to any direct, indirect or consequential losses, loss of profits and
damages) of any reliance thereon or usage thereof.

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst BOCOM
International Securities Ltd’s clients generally and does not have regard to the specific investment objectives, financial situation and the
particular needs of any specific person who may receive this report. The information and opinions in this report are not and should not be
construed or considered as an offer, recommendation or solicitation to buy or sell the subject securities, related investments or other
financial instruments thereof.

The views, recommendations, advice and opinions in this report may not necessarily reflect those of BOCOM International Securities Ltd or
any of its affiliates, and are subject to change without notice. BOCOM International Securities Ltd has no obligation to update its opinion or
the information in this report.

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own
individual investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the
legal, business, financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in
this report. The securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors.

This report 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 where such distribution, publication, availability or use would be contrary to any law, regulation,
rule or other registration or licensing requirement.

BOCOM International Securities Ltd is a wholly owned subsidiary of Bank of Communications Co Ltd.
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