
                                                     
 
 

 

 
 

October 23, 2008 

Merry Electronics 
Cost Saving Benefits Offset 
Revenue Slowness in 3Q 
 

Quick comment – Small-cap name punished amid 
market turmoil: Merry’s share price has dipped by 
more than 30% this month, which we believe is mainly 
attributable to the stock’s smaller liquidity and 
company’s higher business volatility, similar to other 
small-cap peers that the market dislikes in an unstable 
macroenvironment. Still, we read Merry’s better 3Q 
results as positive (on OpM expansion) with its healthy 
balance sheet and net cash position and historical 
trough valuations at 6.5x/6.9x 08/09E. Nonetheless, we 
believe its share price might not rebound sharply 
anytime soon, given cautious market sentiment and 
worries about decelerating handset industry growth in 
2009E. We suggest investors revisit the name after 
market turmoil settles or when we have better visibility 
for 2009, likely in early 2Q09.  

Better 3Q on continuous cost-down efforts: 3Q EPS 
beat our and Street expectations by 20-30% at NT$1.65 
(+52% QoQ, +12% YoY), thanks to procurement 
savings and internal cost-control benefits plus tax credit 
(headquartered in Taiwan incentives), more than 
offsetting slower revenue (+19% QoQ vs. guidance of 
25%+). GM sustained at 20% on stabilized product mix 
(hands-free headset for 80%) while OpM recovered 2ppt 
to 11% on well-controlled OPEX. We are encouraged by 
the signs of OpM recovery from the trough in 1Q.    

Uptrend in 4Q but lower visibility: Mgt expects Oct 
revenue to stay upward, followed by likely flattish Nov 
and declining Dec. It is unable to quantify sequential 
growth in 4Q yet, given firm order visibility is only up to 
2-3 weeks. This suggests most handset brands are 
turning more cautious on holiday sell-through 
momentum in 4Q. We now expect Merry’s 4Q to grow 
8% QoQ, mainly driven by new hands-free headset 
model sell-in strength (the third model to Nokia) with 
peak month likely in Oct. GM should sustain at 20% level 
for similar product mix as 3Q, with OpM at around 10% 
on slightly higher year-end expenditure recognition.  

Morgan Stanley does and seeks to do business with 
companies covered in Morgan Stanley Research. As 
a result, investors should be aware that the firm may 
have a conflict of interest that could affect the 
objectivity of Morgan Stanley Research. Investors 
should consider Morgan Stanley Research as only a 
single factor in making their investment decision. 
For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report. 
+= Analysts employed by non-U.S. affiliates are not registered with FINRA, may not be 
associated persons of the member and may not be subject to NASD/NYSE restrictions on 
communications with a subject company, public appearances and trading securities held by a 
research analyst account. 
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A S I A / P A C I F I C  

Stock Rating 
Equal-weight 

Industry View 
In-Line Key Ratios and Statistics 

Reuters: 2439.TW  Bloomberg: 2439 TT 
Taiwan Hardware Components 

Price target NT$46
Shr price, close (Oct 22, 2008) NT$28.20
Mkt cap, curr (mn) US$138
52-Week Range NT$131.50-28.20
Sh out, basic, curr (mn) 159.1
EV, curr (mn) NT$4,004
S'hldr eqty (12/08e) (mn) NT$4,608
 
Fiscal Year ending 12/07 12/08e 12/09e 12/10e

ModelWare EPS (NT$) 4.94 4.35 4.08 4.18
EPS, basic (NT$) 5.63 4.59 4.41 4.59
Revenue, net (NT$ mn) 8,845 9,665 10,961 12,607
ModelWare net inc (NT$ mn) 785 692 649 665
P/E 20.2 6.5 6.9 6.7
P/BV 3.5 1.0 0.9 0.9
EV/EBITDA 12.4 3.9 4.2 3.9
Div yld (%) 2.1 10.6 15.7 13.1
e = Morgan Stanley Research estimates 
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Risks to Our Price Target 
The key downside risks to our price target are: 1) 
weaker-than-expected end-market demand in 2008/09E, 
especially in handsets; 2) changes in the dynamics of the 
competitive landscape; and 3) any deviation from handset 
OEMs’ expectations of sell-through strength, and the market’s 
response to the specific phones for which Merry is 
responsible. 

Upside risks include a major breakthrough for Merry in new 
project wins on both speakers/receivers and hands-free 
headsets, which would likely boost its top line.  

Company Description 
Merry is a dedicated acoustic component maker, specializing in 
producing receivers/speakers for handsets and hands-free 
headsets, capturing around 8% of the global market share. On 
our estimates, handset-related products accounted for 75% of 
sales in 2005, with major customers including Sony-Ericsson, 
Sagem, Plantronics, and NEC. 

Taiwan Hardware Components 
Industry View: In-Line 
 

MSCI Country: Taiwan 
Asia Strategist's Recommended Weight: 11.9% 
MSCI Asia/Pac All Country Ex Jp Weight: 12.0% 
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Exhibit 1 
Merry: 3Q Result Summary Table 

NT$ m Actual QoQ YoY MS Est. Variance 3Q07 2Q08
Sales 2,563 19% 8% 2,672 -4% 2,375 2,156
COGS -2,044 19% 12% -2,145 -5% -1,822 -1,718
Gross profit 518 18% -6% 526 -2% 553 438
Operating expense -235 -4% 6% -274 -14% -222 -246
   Promotion -57 -3% 34% -274 -79% -42 -58
   ADM -104 -6% 3% -70 49% -102 -112
   R&D -74 -2% -5% -120 -38% -79 -76
Operating profit 283 48% -14% 252 12% 331 192
Total non-operating income -13 1556% 103% 2 NM -7 -1
Pre-tax profit 270 41% -17% 254 6% 324 191
Income tax 9 -156% -114% -38 -122% -62 -15
Minority 1 -73% NM 0 NM 0 3
Reported net profit 279 56% 7% 216 29% 262 178
Reported EPS (NT$) 1.75 56% 7% 1.36 29% 1.65 1.12
   Employee bonus expense -16 167% -53% -19 -16% -35 -6
Modelware net profit 262 52% 12% 200 31% 234 173
Modelware EPS (NT$) 1.65 52% 12% 1.26 31% 1.47 1.09

Margins (%) - Pre-bonus adjusted
Gross margin 20.2% -0.1 ppt -3.1 ppt 19.7% 23.3% 20.3%
Operating margin 11.1% 2.2 ppt -2.9 ppt 9.4% 13.9% 8.9%
Pre-tax margin 10.5% 1.7 ppt -3.1 ppt 9.5% 13.6% 8.9%
Net margin 10.9% 2.6 ppt -0.1 ppt 8.1% 11.0% 8.3%

Margins (%) - Post-bonus adjusted
Gross margin 20.2% 19.7% 23.3% 20.3%
Operating margin 10.4% 8.7% 12.5% 8.6%
Pre-tax margin 9.9% 8.8% 12.2% 8.6%
Net margin 10.2% 7.5% 9.8% 8.0%

3Q08 Results

 
Source: Company data, Morgan Stanley Research 
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Exhibit 2 
Merry: Earnings Summary, 1Q07-4Q08E  
NT$ m 1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08P 4Q08E  2007 2008E 2009E 
 
Sales 1,912 2,055 2,375 2,504 2,181 2,156 2,563 2,766  8,845 9,665 10,961 
COGS -1,449 -1,542 -1,822 -2,025 -1,808 -1,718 -2,044 -2,217  -6,838 -7,787 -9,085 
Gross profit 462 513 553 478 373 438 518 549  2,007 1,878 1,876 
Operating Exp. -189 -214 -222 -244 -214 -246 -235 -270  -870 -964 -1,065 
   Promotion -44 -46 -42 -42 -32 -58 -57 -64  -174 -211 -215 
   ADM -70 -100 -102 -110 -103 -112 -104 -120  -382 -438 -486 
   R&D -75 -68 -79 -92 -79 -76 -74 -85  -314 -315 -363 
Operating profit 273 299 331 234 160 192 283 279  1,138 914 811 
Total non-operating Inc. 2 4 -7 -68 -44 -1 -13 -14  -69 -72 9 
  Net Interest Inc. 2 3 4 4 2 -2 0 2  13 2 8 
  Net Investment Inc. 4 13 -10 20 0 16 0 0  28 16 0 
  Disposal of Investment 0 3 0 -83 0 0 0 0  -80 0 0 
  Disposal of Fixed Assets 0 0 0 0 0 0 0 0  0 0 0 
  Exchange Gain (Loss) 0 -15 -8 10 -45 1 0 0  -13 -44 0 
  Others Income (Loss) -4 -1 7 -19 -1 -16 -13 -16  -17 -46 1 
Pre-tax profit 275 303 324 166 116 191 270 265  1,068 841 819 
Income Tax -35 -40 -62 -38 -21 -15 9 -90  -175 -118 -123 
Minorities 0 1 0 3 0 3 1 3  3 6 6 
Net profit 240 264 262 131 94 178 279 178  896 730 702 
EPS-Pre-Employee Bonus 1.51 1.66 1.65 0.82 0.59 1.12 1.75 1.12  5.63 4.59 4.41 
EPS-Post-Employee Bonus 1.33 1.49 1.47 0.65 0.57 1.09 1.65 1.05  4.94 4.35 4.08 
            
  
Margins (Pre-Employee Bonus)             
Gross margin 24.2% 25.0% 23.3% 19.1% 17.1% 20.3% 20.2% 19.8%  22.7% 19.4% 17.1% 
Operating margin 14.3% 14.6% 13.9% 9.4% 7.3% 8.9% 11.1% 10.1%  12.9% 9.5% 7.4% 
Pre-tax margin  14.4% 14.7% 13.6% 6.6% 5.3% 8.9% 10.5% 9.6%  12.1% 8.7% 7.5% 
Net margin 12.6% 12.8% 11.0% 5.2% 4.3% 8.3% 10.9% 6.4%  10.1% 7.6% 6.4% 
            
  
Margins (Post-Employee Bonus)            
Gross margin     17.1% 20.3% 20.2% 19.8%   19.4% 17.1% 
Operating margin     7.1% 8.6% 10.4% 9.4%   9.0% 6.8% 
Pre-tax margin      5.0% 8.6% 9.9% 8.9%   8.2% 6.9% 
Net margin     4.1% 8.0% 10.2% 6.0%   7.2% 5.9% 
            
  
QoQ Growth (Pre-Employee Bonus)          YoY  
Sales 3.2% 7.5% 15.6% 5.4% -12.9% -1.2% 18.9% 7.9%  50.1% 9.3% 13.4% 
Gross profit 1.4% 11.0% 7.8% -13.5% -22.0% 17.3% 18.4% 5.8%  25.4% -6.5% -0.1% 
Operating profit 15.4% 9.6% 10.6% -29.2% -31.9% 20.2% 47.7% -1.4%  23.3% -19.7% -11.3% 
Pre-tax profit 28.5% 10.1% 7.1% -48.9% -30.3% 65.3% 41.3% -1.7%  19.1% -21.2% -2.6% 
Net profit 42.5% 9.8% -0.6% -50.2% -27.8% 89.3% 56.5% -36.1%  18.9% -18.6% -3.8% 
            
  
QoQ Growth (Post-Employee Bonus)         YoY  
Sales     -12.9% -1.2% 18.9% 7.9%   9.3% 13.4% 
Gross profit     -22.0% 17.3% 18.4% 5.8%   -6.5% -0.1% 
Operating profit     -22.6% 20.7% 43.8% -2.1%   -23.7% -13.8% 
Pre-tax profit     -15.8% 68.4% 37.1% -2.4%   -25.5% -4.9% 
Net profit     -12.8% 91.7% 51.8% -36.5%   -12.0% -6.2% 
E = Morgan Stanley Research Estimates; P = Preliminary Results 
Source: Company data, Morgan Stanley Research 
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Exhibit 3 
Hardware Technology Valuation Comparisons- US GAAP-Adjusted 

Closing Price Market
Price Target Cap

Ticker 10/21/2008 Rating (Local Dollar) (US$ m) 07 08E 09E 08E 09E 08E 09E 08E 09E 08E 09E 08E 09E 08E 09E
EMS & PC system
2353.TW Acer 46.0 O 75.0 3,402 4.34 4.89 5.50 9.4 8.4 0.2 0.2 1.4 1.3 7.5 5.0 4.7 4.8 14.8 15.6
2324.TW Compal 22.6 E 27.0 2,865 2.92 3.22 3.34 7.0 6.8 0.2 0.2 1.1 1.0 6.6 6.6 7.9 7.6 16.7 16.1
2308.TW Delta Electronics 74.5 O 94.0 4,798 5.66 4.99 5.52 14.9 13.5 1.0 0.9 2.1 2.0 9.0 7.5 9.0 9.4 15.0 16.4
2317.TW Hon Hai 81.1 O 150 18,384 11.72 10.33 11.36 7.8 7.1 0.3 0.2 1.3 1.2 5.0 4.2 8.2 7.8 18.4 17.4
0992.HK Lenovo 2.70 E 4.10 3,379 0.05 0.05 0.05 7.3 7.1 0.2 0.2 1.6 1.4 3.4 3.0 6.8 6.7 26.8 22.8
2315.TW Mitac 13.05 E 13.0 581 3.40 1.87 1.77 7.0 7.4 0.3 0.3 0.6 0.6 4.4 3.8 4.7 4.6 8.4 7.8
3518.TW Paragon 60.8 O 105.0 130 8.76 7.77 9.86 7.8 6.2 2.1 1.8 1.2 1.0 4.8 4.2 14.4 16.0 15.0 17.7
2382.TW Quanta 33.8 E 45.0 3,704 4.37 4.70 4.82 6.4 6.3 0.1 0.1 1.2 1.1 3.0 2.6 5.5 5.3 17.4 16.4
3231.TW Wistron 30.7 O 55.0 1,295 3.52 4.53 5.49 6.8 5.6 0.1 0.1 1.2 1.1 5.4 4.8 5.4 5.5 21.1 23.2
Handset & Networking
2018.HK AAC Acoustic 4.52 O 8.3 641 0.44 0.60 0.72 6.6 5.5 1.9 1.5 1.5 1.2 4.3 3.3 20.0 18.9 24.9 23.5
0285.HK BE 2.65 O 5.3 685 0.58 0.59 0.59 4.0 4.0 0.5 0.3 0.8 0.6 2.2 2.5 13.7 10.2 23.2 17.8
1211.HK BYD 17.44 E 10.2 4,065 0.79 0.90 0.90 17.1 17.1 1.0 0.8 2.1 1.9 8.7 8.3 5.5 4.7 13.2 11.6
3095.TWO Chi Cheng 13 U 25.8 58 2.10 2.27 2.71 5.7 4.8 0.2 0.2 0.4 0.4 6.0 5.6 2.8 3.3 7.5 8.6
8078.TW CCI 24.9 U 22.5 782 5.67 2.42 2.16 10.3 11.5 0.4 0.4 1.2 1.2 2.3 1.1 6.7 6.4 12.3 11.4
2332.TW D-Link 23.1 E 31.0 493 3.69 2.88 2.91 8.0 7.9 0.5 0.5 0.8 0.8 4.0 3.5 5.9 5.8 10.5 10.3
0722.HK Delta Networks 1.39 O 2.40 215 0.20 0.19 0.20 7.3 7.0 0.5 0.4 0.7 0.6 -1.9 -2.8 6.9 6.4 9.7 9.1
2038.HK FIH 2.70 E 3.7 2,426 0.10 0.07 0.06 4.8 5.4 0.2 0.2 0.6 0.6 2.6 2.5 6.9 5.4 14.1 11.0
4906.TW Gemtek 40 O 75.0 288 2.82 4.83 5.37 8.3 7.5 0.4 0.4 1.2 1.1 4.9 4.0 9.6 9.7 15.5 16.1
2498.TW HTC 420 O 645 9,700 41.02 39.24 41.96 10.7 10.0 2.0 1.7 4.9 4.0 9.7 8.4 30.5 28.1 49.1 44.1
3008.TW Largan 321 O 435 1,277 14.58 25.66 28.36 12.5 11.3 5.2 4.7 3.4 2.9 9.8 8.4 27.3 25.5 29.9 27.7
2439.TW Merry 28.2 E 46.0 138 4.94 4.35 4.08 6.5 6.9 0.5 0.4 1.0 0.9 3.9 4.2 8.8 8.0 15.1 13.9
3311.TW Silitech 74.6 O 98 344 6.07 6.15 6.82 12.1 10.9 1.2 1.0 2.7 2.5 6.3 4.9 11.6 11.8 23.5 23.4
2000.HK SIM Tech 0.39 E 0.52 76 0.16 0.16 0.16 2.2 2.2 0.2 0.2 0.4 0.4 -0.5 -0.7 11.5 10.7 18.0 16.2
3044.TW Tripod 46.35 E 72 656 7.87 7.31 7.23 6.3 6.4 0.7 0.6 1.3 1.2 4.0 3.2 10.6 9.2 23.0 19.5
3037.TW Unimicron 20.1 O 32.6 672 4.80 2.86 3.26 7.0 6.2 0.5 0.4 0.7 0.7 3.2 2.6 5.3 5.9 10.8 11.5
8046.TW Nan Ya PCB 79 O 155.0 1,493 13.80 11.11 13.78 7.1 5.7 1.2 1.1 1.3 1.2 4.0 3.4 15.4 18.6 18.0 21.9
0763.HK ZTE 17.4 E 32.2 2,651 0.93 1.27 1.42 12.0 10.8 0.5 0.4 1.4 1.2 6.0 5.2 3.6 3.4 12.4 12.2
Consumer & LED
2474.TW Catcher 85.2 U 79.1 1,552 11.66 8.25 8.16 10.3 10.4 2.7 2.5 1.7 1.5 7.6 7.3 12.7 11.4 17.8 15.6
2392.TW Cheng Uei 52 U 44.0 638 4.25 4.33 3.83 12.0 13.6 0.4 0.3 1.1 1.1 5.9 6.1 4.9 4.2 10.7 9.0
2448.TW Epistar 43.2 U 30.5 819 2.29 1.70 2.12 25.5 20.4 2.4 2.2 1.2 1.2 12.0 9.8 3.7 4.7 4.5 5.6
2393.TW Everlight 53 E 74.5 569 4.93 4.95 5.16 10.7 10.3 1.6 1.4 1.8 1.8 8.1 6.6 10.3 10.0 17.2 17.1
2354.TW Foxconn Tech 76.7 O 148 1,780 8.70 7.47 8.98 10.3 8.5 0.4 0.3 1.7 1.5 6.7 5.9 6.8 8.5 14.4 18.8

ROE (%)P/E (X)
EPS (Local Dollar)

Yearly P/S (X) P/B (X) EV/EBITDA ROA (%)

 
Source: Company data, Morgan Stanley Research 
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Morgan Stanley ModelWare is a proprietary analytic framework that helps clients 
uncover value, adjusting for distortions and ambiguities created by local accounting 
regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating 
leases (where their use is significant), and converts inventory from LIFO costing to a FIFO 
basis. ModelWare also emphasizes the separation of operating performance of a company 
from its financing for a more complete view of how a company generates earnings. 
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  Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count 
% of 
Total Count

% of 
Total IBC

% of Rating 
Category

Overweight/Buy 892 40% 292 44% 33%
Equal-weight/Hold 937 42% 278 42% 30%
Underweight/Sell 387 17% 90 14% 23%
Total 2,216  660   
 
 
Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual 
circumstances (such as the investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan 
Stanley or an affiliate received investment banking compensation in the last 12 months. 
 
Analyst Stock Ratings 
Overweight (O or Over) - The stock's total return is expected to exceed the total return of the relevant country MSCI Index, on a risk-adjusted basis 
over the next 12-18 months. 
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appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies 
discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them. 
Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy.  
The "Important US Regulatory Disclosures on Subject Companies" section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or 
more of a class of common securities of the companies.  For all other companies mentioned in Morgan Stanley Research, Morgan Stanley may have an investment of less 
than 1% in securities or derivatives of securities of companies and may trade them in ways different from those discussed in  Morgan Stanley Research. Employees of 
Morgan Stanley not involved in the preparation of Morgan Stanley Research may have investments in securities or derivatives of securities of companies mentioned and 
may trade them in ways different from those discussed in  Morgan Stanley Research. Derivatives may be issued by Morgan Stanley or associated persons 
Morgan Stanley and its affiliate companies do business that relates to companies/instruments covered in Morgan Stanley Research, including market making and 
specialized trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit, investment services and investment banking. 
Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in Morgan Stanley Research on a principal basis. 
With the exception of information regarding Morgan Stanley, research prepared by Morgan Stanley Research personnel are based on public information. Morgan Stanley 
makes every effort to use reliable, comprehensive information, but we make no representation that it is accurate or complete.  We have no obligation to tell you when 
opinions or information in Morgan Stanley Research change apart from when we intend to discontinue research coverage of a subject company. Facts and views presented 
in Morgan Stanley Research have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including 
investment banking personnel. 
Morgan Stanley Research personnel conduct site visits from time to time but are prohibited from accepting payment or reimbursement by the company of travel expenses 
for such visits. 
The value of and income from your investments may vary because of changes in interest rates or foreign exchange rates, securities prices or market indexes, operational or 
financial conditions of companies or other factors.  There may be time limitations on the exercise of options or other rights in your securities transactions.  Past performance 
is not necessarily a guide to future performance.  Estimates of future performance are based on assumptions that may not be realized. Unless otherwise stated, the cover 
page provides the closing price on the primary exchange for the subject company's securities/instruments. 
To our readers in Taiwan:  Information on securities/instruments that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited ("MSTL"). Such information is for your 
reference only.  Information on any securities/instruments issued by a company owned by the government of or incorporated in the PRC and listed in on the Stock Exchange 
of Hong Kong ("SEHK"), namely the H-shares, including the component company stocks of the Stock Exchange of Hong Kong ("SEHK")'s Hang Seng China Enterprise 
Index; or any securities/instruments issued by a company that is 30% or more directly- or indirectly-owned by the government of or a company incorporated in the PRC and 
traded on an exchange in Hong Kong or Macau, namely SEHK's Red Chip shares, including the component company of the SEHK's China-affiliated Corp Index is 
distributed only to Taiwan Securities Investment Trust Enterprises ("SITE"). The reader should independently evaluate the investment risks and is solely responsible for 
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their investment decisions. Morgan Stanley Research may not be distributed to the public media or quoted or used by the public media without the express written consent 
of Morgan Stanley.  Information on securities/instruments that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or 
a solicitation to trade in such securities/instruments. MSTL may not execute transactions for clients in these securities/instruments. 
To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Asia Limited as part of its regulated 
activities in Hong Kong. If you have any queries concerning Morgan Stanley Research, please contact our Hong Kong sales representatives. 
Certain information in Morgan Stanley Research was sourced by employees of the Shanghai Representative Office of Morgan Stanley Asia Limited for the use of Morgan 
Stanley Asia Limited. 
Morgan Stanley Research is disseminated in Japan by Morgan Stanley Japan Securities Co., Ltd.; in Hong Kong by Morgan Stanley Asia Limited (which accepts 
responsibility for its contents); in Singapore by Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia (Singapore) 
Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of Singapore, which accepts responsibility for its contents; in Australia by 
Morgan Stanley Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services licence No. 233742, which accepts responsibility for its contents; in Korea 
by Morgan Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited; in Canada by Morgan Stanley Canada Limited, which 
has approved of, and has agreed to take responsibility for, the contents of Morgan Stanley Research in Canada; in Germany by Morgan Stanley Bank AG, Frankfurt am 
Main, regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley group company, which is 
supervised by the Spanish Securities Markets Commission (CNMV) and states that Morgan Stanley Research has been written and distributed in accordance with the rules 
of conduct applicable to financial research as established under Spanish regulations; in the United States by Morgan Stanley & Co. Incorporated, which accepts 
responsibility for its contents.  Morgan Stanley & Co. International plc, authorized and regulated by Financial Services Authority, disseminates in the UK research that it has 
prepared, and approves solely for the purposes of section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates.  
Private U.K. investors should obtain the advice of their Morgan Stanley & Co. International plc representative about the investments concerned. In Australia, Morgan Stanley 
Research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act.  RMB Morgan Stanley (Proprietary) Limited is 
a member of the JSE Limited and regulated by the Financial Services Board in South Africa.   RMB Morgan Stanley (Proprietary) Limited is a joint venture owned equally by 
Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by FirstRand Limited. 
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services 
Authority (the DFSA), and is directed at wholesale customers only, as defined by the DFSA. This research will only be made available to a wholesale customer who we are 
satisfied meets the regulatory criteria to be a client. 
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre 
Regulatory Authority (the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the 
QFCRA. 
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory 
activity. Investment advisory service is provided in accordance with a contract of engagement on investment advisory concluded between brokerage houses, portfolio 
management companies, non-deposit banks and clients. Comments and recommendations stated here rely on the individual opinions of the ones providing these 
comments and recommendations. These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying 
solely to this information stated here may not bring about outcomes that fit your expectations. 
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or 
representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating to 
such data.  The Global Industry Classification Standard ("GICS") was developed by and is the exclusive property of MSCI and S&P. 
Morgan Stanley has based its projections, opinions, forecasts and trading strategies regarding the MSCI Country Index Series solely on publicly available information. MSCI 
has not reviewed, approved or endorsed the projections, opinions, forecasts and trading strategies contained herein. Morgan Stanley has no influence on or control over 
MSCI's index compilation decisions. 
Morgan Stanley Research, or any portion hereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley. 
Morgan Stanley Research is disseminated and available primarily electronically, and, in some cases, in printed form. 
Additional information on recommended securities/instruments is available on request. 
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Industry Coverage:Taiwan Hardware 
Components 

Company (Ticker) Rating (as of) Price (10/22/2008)

Anya Chang 
Nan Ya PCB (8046.TW) O-V (07/28/2008) NT$79
Tripod Technology (3044.TW) E (04/30/2008) NT$46.35
Unimicron (3037.TW) O (01/08/2008) NT$20.1
Grace Chen 
Catcher Technology (2474.TW) U (04/16/2008) NT$85.2
Foxconn Technology (2354.TW) O (07/30/2007) NT$76.7
Jasmine Lu 
Largan Precision (3008.TW) O (06/21/2007) NT$321
Sharon Shih 
Cheng Uei Precision (2392.TW) U (02/14/2008) NT$52
Compal Communications 
(8078.TW) 

U (03/02/2007) NT$24.9

Epistar (2448.TW) U (09/30/2008) NT$43.2
Everlight Electronics Co., Ltd. 
(2393.TW) 

E (09/30/2008) NT$53

Merry Electronics (2439.TW) E (07/24/2008) NT$28.2
Silitech Technology (3311.TW) O (11/22/2007) NT$74.6
Taiwan Chi Cheng (3095.TWO) U (02/13/2008) NT$13

Stock Ratings are subject to change. Please see latest research for each company. 
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