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2H14 earnings first take

30 March 2015

Neutral

Price: HK$8.61

27 Mar 2015

Price Target: HK$10.00

PT End Date: 30 Jun 2015

BYD-E’s 2H14 earnings missed consensus by ~40% (actual Rmb312 vs the street at Rmb514) on a disappointing GM and an R& D
hike, confirming our previous expectation on March 2nd and our cautious view on BY D-E. We expect the market to respond

negatively on March 30. We leave our estimates unchanged, pending further review post the analyst briefing on March 30.

» 2H14 earnings miss on low margins: 2H revenue came in sightly better than expected, but GM margin camein
disappointingly at 9.7%, 1.8ppt lower than street estimates and 1.9ppt lower than 1H14. We believe the margin weaknessislikely
associated with the ramp-up costs with the new platform (~5K CNC machines) for Samsung on metal casing. R& D expenses also
witnessed a big hikein 2H14 (+60% H/H or +56% Y/Y), highlighting the sharp learning curve on metal casing for multiple

brands.

Table 1: BYD-E 2H14 earnings comparison — actual vs. JPMe vs. consensus

2H14 2H13 1H14

Rmb mn, except per share data - -

Actual JPMe Variance| ~ Consensus Variance Actual YIY Actual H/H
Sales 10,728 9,986 7.4%) 10,491 2.3% 8,462 26.8% 9,104 17.8%
Gross profit 1,044 1,118 -6.6% 1,212 -13.8%) 852 22.6% 1,061 -1.5%
Operating profit 421 690 -39.1% 572 -26.4%) 432 -2.6% 642 -34.5%
PBT 357 699 -48.9% 395 -9.5% 655 -45.4%
Net income 312 616 -49.3% 514 —39.3%| 332 -5.9%) 590 -47.1%
EPS (Rmb) 0.14 0.27 -49.3% 0.15 -5.9%) 0.26 -47.1%
Gross Margin 9.7% 11.2% -146 bps 11.6% -182 bps 10.1% -34 bp. 11.7% -192 bps
Operating Margin 3.9% 6.9% -299 bps 5.4% -153 bps 5.1% -118 bp 7.1% -314 bps
Net Margin 2.9% 6.2% -326 bps 4.9% -199 bps 3.9% -101 bp 6.5% -357 bps

Source: Company data, Bloomberg, J.P. Morgan estimates.

Investment Thesis

BY D Electronic International (285 HK) is a handset component (including casing, moul d/keypads and battery chargers) maker and EM S/ODM
service provider for handset OEMs such as Nokia, Huawei and HTC. It sells components and provides assembly services for handset makers.

BYD-E isaprime beneficiary of second-tier smartphone vendors (HTC, OPPO) adopting metal casing for their handsets, which helps offset the
decline in sales of plastic casing to Nokia and Huawei. We believe the next major catalyst for BY D-E’s share price will be Samsung’s allocation
of metal casing ordersto BY D-E. With Samsung’s metal casing qualification process still ongoing, we do not think the likelihood of BY D-E's
winning Samsung’ s metal casing ordersin the near term is high.

Valuation

Our Jun-15 PT is HK$10 based on a valuation multiple of 13x; 13x is close to the high-end of the historical trading range, which we think is
justified given new breakthroughs in metal casing customers.

Risksto Rating and Price Tar get

Key upside risks include a higher adoption rate for metal casings and strong demand for customers’ gadgets. Key downside risks include
declining feature phone orders from Nokia and a“winning business first” mentality, potentially leading to loss-making contracts from time to
time.
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Analyst Certification: The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with respect to each security or
issuer that the research analyst coversin this research) that: (1) al of the views expressed in this report accurately reflect his or her personal views about any and
al of the subject securities or issuers; and (2) no part of any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analyst(s) in this report. For all Korea-based research analysts listed on the front cover, they also certify, as
per KOFIA reguirements, that their analysis was made in good faith and that the views reflect their own opinion, without undue influence or intervention.

J.P. Morgan does and seeks to do business with companies covered in its research reports. As aresult, investors should be aware that the firm may have a conflict
of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.

Important Disclosures

Company-Specific Disclosures. Important disclosures, including price charts and credit opinion history tables, are available for compendium reports and al J.P.
Morgan—covered companies by visiting https://jpmm.com/research/disclosures, calling 1-800-477-0406, or e-mailing research.disclosure.inquiries@jpmorgan.

com with your request. J.P. Morgan’s Strategy, Technical, and Quantitative Research teams may screen companies not covered by J.P. Morgan. For important
disclosures for these companies, please call 1-800-477-0406 or e-mail research.disclosure.inquiries@jpmorgan.com.

Date Rating Share Price Price
(HK$) Target (HK

$)
28-Apr-10 N 5.69 5.90
. 23-Aug-10 N 4.18 4.60
http://gps-app.emea.jpmchase.net:6080/server/console/chart/? mbeil N 996 -
shareClassld=505003&shareClassServerld=4&chartDesignation=1&actionType=C ig:ﬁg;fg gw j;g 228
09-Jan-14 N 4:28 5:00
17-Jun-14 N 5.99 5.80
25-Aug-14 N 6.94 6.90

02-Oct-14 N 9.00 10.00

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire period.

J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe:

J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the average total return of
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve months, we expect this stock will performin line with
the average total return of the stocksin the analyst’s (or the analyst’ s team’s) coverage universe.] Underweight [Over the next six to twelve months, we expect
this stock will underperform the average total return of the stocksin the analyst’s (or the analyst’ s team’s) coverage universe.] Not Rated (NR): J.P. Morgan has
removed the rating and, if applicable, the price target, for this stock because of either alack of a sufficient fundamental basis or for legal, regulatory or policy
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is hot arecommendation or arating. In our
Asia (ex-Australia) and U.K. small- and mid-cap equity research, each stock’s expected total return is compared to the expected total return of a benchmark
country market index, not to those analysts' coverage universe. If it does not appear in the Important Disclosures section of this report, the certifying analyst’s

coverage universe can be found on J.P. Morgan' s research website, www.jpmorganmarkets.com.
Coverage Universe: Chen, William: AAC Technologies Holdings (2018.HK), Advantech (2395.TW), AirTAC (1590.TW), BYD Electronic International (0285.
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HK), Catcher Technology (2474.TW), Chroma ATE (2360.TW), Compal Electronics, Inc. (2324.TW), Hiwin (2049.TW), Ju Teng International Holdings
Limited (3336.HK), Largan Precision Co Ltd (3008.TW), Lite-On Technology Corporation (2301.TW), TSC Auto ID Technology (3611.TW), Tripod
Technology Corp (3044.TW), Wistron Corporation (3231.TW)

J.P. Morgan Equity Research Ratings Distribution, as of January 1, 2015

Overweight  Neutral Underweight
(buy) (hold) (sell)

J.P. Morgan Global Equity Research Coverage 45% 43% 12%

IB clients* 56% 49% 33%

JPMS Equity Research Coverage 45% 48% 7%

IB clients* 75% 67% 52%

* Percentage of investment banking clientsin each rating category.
For purposes only of FINRA/NY SE ratings distribution rules, our Overweight rating fallsinto a buy rating category; our Neutral rating falls into a hold rating category; and our
Underweight rating fallsinto a sell rating category. Please note that stocks with an NR designation are not included in the table above.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered companies, please see the
most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst or your J.P. Morgan representative, or email
research.disclosure.inquiries@j pmorgan.com.

Equity Analysts Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon various factors,
including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues.

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US affiliates of JPMS, are

not registered/qualified as research analysts under NASD/NY SE rules, may not be associated persons of JPM S, and may not be subject to FINRA Rule 2711 and
NY SE Rule 472 restrictions on communications with covered companies, public appearances, and trading securities held by a research analyst account.
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Country and Region Specific Disclosures

U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by JPMS plc. Investment research issued
by JPM'S plc has been prepared in accordance with JPM S plc's policies for managing conflicts of interest arising as aresult of publication and distribution of investment research.
Many European regulators require afirm to establish, implement and maintain such apolicy. This report has been issued in the U.K. only to persons of akind described in Article 19
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subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any disclosures relative to JPM S and/or its affiliates and the analyst's
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"Other Disclosures' last revised March 28, 2015.
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