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5483 TT Underperform  Event

Stock price as of 22 Oct 08  NT$ 84.20 = SAS released its unaudited 3Q08 brief results at yesterday’s GreTai

12-month target NT$ 71.00 Securities Market conference. We lower our target price to NT$71 from

Upside/downside % -18.6 NT$112 due to our 2009 earnings revision and PER multiple adjustment to 7x

Valuation NT$ 60.00-80.00

- PER from 11x.

GICS sectorsemiconductors &  semiconductor Im paCt

equipment . . . . -

Market cap NT$m 19,287 = MacQ vs. consensus. We have a more cautious view on its diversified

30-day avg turnover NT$m 413.9 business strategy, especially given the tumultuous financial environment. We

HEIEL e . Ui e are the only broker with an Underperform rating among 12 brokers. Since we

Number shares on issue m 221.2 . . . . -
downgraded in late-August, the stock is down by 41%. With a disappointing

Investment fundamentals earnings announcement, the ratings and earnings downward revisions are

Year end 31 Dec 2007A 2008E 2009E 2010E IIker to happen in the near-term. For the time being, our 2008-09E EPS is

15-20% below the street consensus.
Total revenue 6,718 9,348 12,782 18,305

m
Reported profit m 1,806 2,021 2,204 2,724 . i Pt i
Profitbonus exp m 1866 2021 2204 2724 Disappointing 3Q08 results. SAS posted its 3Q08 EPS of NT$2.46, down

Bon exp/rep prof % 13.3 0.0 0.0 0.0 2% QoQ, weaker than our and market expectations, due mainly to the
FOECHpE T AR el 220 2 shortfall in GM. We did not get specific reasons for the weak GM, which
EPS rep NT$ 823 931 999 1235 decreased by 180bp to 28.2% in 3Q vs our estimate of 31.3%. Generally,
EPS rep growth % 83.5 13.1 7.3 23.6 indi ; P
EPS bonus exp NT; 204 931 999 1ram management mdl.cated the yield, p.roduct. mix, ano! customer structure are
EPS bonus growth % 914  30.4 7.3 236 three keys that will affect GM. Having said that, without strong MEMC (WFR,
PE rep X 10.6 9.4 8.7 7.1 i i P
PE bonus exp X 122 94 87 71 US$20.88, Not rated) support, we believe its margins should become more
volatile.
Total DPS NT$ 520 551 600 7.0
Total div yield % 6.0 6.3 6.9 8.0 = Good but not enough. While we continue to see SAS deliver good earnings,
ROA % 205 164 162 179 we expect its YoY growth to slow — from 109% YoY in 2007 to 26% in 2008E
ROE % 326 348 364 370 and 9% in 2009E. We believe its GM will also have reached a peak in 2007
EZ{%ELT,ZGW % ;jg 2;:2 22; 2‘2‘:3 (31%) and trend down towards 2009. We forecast its 2008 and 2009 GM to
Price/book x 3.1 35 2.9 2.4 be 28.7% and 26.9%, respectively.
5483 TT rel Taiex performance, & rec Earnings revision
histor I .
yﬂm, - = We maintain our 2008 EPS, but trim our 2009 EPS by 2% to NT$9.99 to
[l aiex [LHS] ® 5483 [RHS] + 12 Month Price Target [RHS]
550 385.00 reflect slower growth momentum.
500 350.00
315.00 .
332 = Price catalyst
210.00
o 1750 = 12-month price target: NT$71.00 based on a PER methodology.
o 7000, = Catalyst: Weak demand and polysilicon oversupply.
100 35.00
o ] @ Action and recommendation
under . . . . . . under
Jan0§  JuLOG  JanO7  JuLO7  Jan-08  Jul0B = Given the current financial turmoil, management may need to put in more
ol Dalickitielil, Wi ialile [Retiealieln, Clielits 2008 effort and resources into their diversified business strategy. In the long-term,

(all figures in NT$ unless noted) . . .
we believe this may be good for the company. However, we are becoming

more cautious on its growing non-solar business (30%+), which should drag
down its valuations as pure solar names used to enjoy higher PER multiples
compared to other sectors. Consequently, we cut our TP to NT$71 based on

Analyst a 7x forward PER, at its trough valuations.

Andy Kung
886 2 2734 7534 andy.kung@macquarie.com Please refer to the important disclosures and analyst certification on inside back cover of
this document, or on our website www.macquarie.com.au/research/disclosures.
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Analysis

Fig 1 Earnings revision

Revised Original % diff
NT$mn 2008E 2009E 2008E 2009E 2008E 2009E
Sales 9,348 12,782 9,283 12,909 0.7% -1.0%
Gross Profit 2,686 3,438 2,853 3,472 -5.8% -1.0%
GM 29% 27% 31% 27%
Operating profit 2,019 2,462 2,116 2,484 -4.6% -0.9%
OPM 22% 19% 23% 19%
Net income 2,021 2,204 2,026 2,241 -0.3% -1.7%
Source: Company data, Macquarie Research, October 2008
Fig 2 SAS -12- month forward PER band
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Fig 3 Earnings model

FD basis

Unit: NT$ mn 1Q08A 2Q08A 3Q08E 4Q08E 1Q09E 2Q09E 3Q09E 4Q9E 2007 2008E 2009E
Net sales 2,130 2,199 2,435 2,585 2,676 2,965 3,374 3,767 6,718 9,348 12,782
Cost of goods sold 1,520 1,538 1,750 1,854 1,874 2,121 2,486 2,864 4,637 6,662 9,344
Gross profits 609 660 686 731 801 844 888 904 2,081 2,686 3,438
Operating expense 145 141 202 179 212 231 256 277 557 667 976
Operating income 465 519 483 552 589 613 633 627 1,524.6 2,019 2,462
Interest income 1 2 1 1 3 6 8 2 16 5 18
Net investment income 41 29 51 35 46 46 48 48 215 157 188
Other non operating (66) 55 74 14 3) 0 (6) 2 123 77 (@)
income

Interest Exp. 6 13 13 13 16 17 17 18 -21 -44 68
Pretax income 436 593 596 589 619 649 665 660 1,857.5 2,215 2,593
Income tax 50 37 54 53 93 97 100 99 258 -194 389
Net Income 386 556 543 536 526 552 565 561 1,599 2,021 2,204
Margins (%) 1Q08A 2Q08A 3Q08E 4Q08E 1Q09E 2Q09E 3Q09E 4Q9E 2007 2008E 2009E
Gross margin 28.6% 30.0% 28.2% 28.3% 30.0% 28.5% 26.3% 24.0% 31.0% 28.7% 26.9%
Operating margin 21.8% 23.6% 19.8% 21.4% 22.0% 20.7% 18.7% 16.6% 22.7% 21.6% 19.3%
Pre-tax margin 20.5% 27.0% 24.5% 22.8% 23.1% 21.9% 19.7% 17.5% 27.6% 23.7% 20.3%
Net margin 18.1% 25.3% 22.3% 20.7% 19.7% 18.6% 16.7% 14.9% 23.8% 21.6% 17.2%
YoY growth (%) 1Q08A 2Q08A 3Q08E 4Q08E 1Q09E 2Q09E 3Q09E 4Q9E 2007 2008E 2009E
Sales 55% 43% 35% 28% 26% 35% 39% 46% 58% 39% 37%
Gross profit 50% 31% 22% 20% 32% 28% 30% 24% 80% 29% 28%
Operating income 40% 25% 1% 2% 27% 18% 31% 13% 108% 32% 22%
Pre-tax income 16% 5% -4% 10% 42% 9% 11% 12% 96% 19% 17%
Net income 29% 19% 8% 1% 36% -1% 4% 5% 109% 26% 9%
QoQ growth (%) 1Q08A 2Q08A 3QO08E 4Q08E 1Q09E 2Q09E 3Q09E 4Q9E 2007 2008E 2009E
Sales 6% 3% 11% 6% 4% 11% 14% 12% - - -
Gross profit 0% 8% 4% 7% 10% 5% 5% 2% - - -
Operating income -1% 12% -7% 14% 7% 4% 3% -1% - - -
Pre-tax income -6% 36% 1% -1% 5% 5% 2% -1% - - -
Net income -17% 44% -2% -1% -2% 5% 2% -1% - - -

Source: Company data, Macquarie Research, October 2008
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Sino-American Silicon (5483 TT, Underperform, Target price: NT$71.00)

Quarterly Results 1Q/08A 2Q/08E  3Q/08E  4Q/08E Profit & Loss 2007A 2008E 2009E 2010E
Revenue m 2,130 2,199 2,435 2,585 Revenue m 6,718 9,348 12,782 18,305
Gross Profit m 609 660 686 731 Gross Profit m 2,081 2,686 3,438 4,438
Operating Expenses m -145 -141 -202 -179 Operating Expenses m -317 -667 -976 -1,366
Operating Income m 465 519 483 552 Operating Income m 1,764 2,019 2,462 3,072
Net Non-operating income m -28 74 113 37 Net Non-operating income m 333 196 131 132
Pre-Tax Income m 436 593 596 589 Pre-Tax Income m 2,097 2,215 2,593 3,204
Tax Expense m -50 -37 -54 -53 Tax Expense m -292 -194 -389 -481
Exceptionals m 0 0 0 0 Exceptionals m 0 0 0 0
Minority Interests m 0 0 0 0 Minority Interests m 0 0 0 0
Reported Earnings m 386 556 543 536 Reported Earnings m 1,806 2,021 2,204 2,724
Reported Earnings (bonus exp) m 386 556 543 536 Reported Earnings (bonus exp) m 1,566 2,021 2,204 2,724
Bonus exp / Reported Earnings % 0.0 0.0 0.0 0.0 Bonus exp / Reported Earnings % 13.3 0.0 0.0 0.0
Adjusted Earnings m 386 556 543 536 Adjusted Earnings m 1,806 2,021 2,204 2,724
EBITDA m 598 661 595 674 EBITDA m 2,142 2,529 3,102 4,005
EPS (rep) NT$ 1.74 2.65 2,51 243 EPS (rep) NT$ 8.23 9.31 9.99 12.35
EPS pcp growth (rep) % 31.2 26.4 6.2 -2.0 EPS growth (rep) % 83.5 13.1 7.3 23.6
EPS (rep bonus exp) NT$ 1.74 2.65 2,51 2.43 EPS (rep bonus exp) NT$ 7.14 9.31 9.99 12.35
EPS pcp growth (rep bonus exp) % 51.3 45.7 224 13.0 EPS growth (rep bonus exp) % 91.4 30.4 7.3 23.6
EPS (ad)) NT$ 1.74 2.65 2,51 2.43 EPS (adj) NT$ 8.27 9.33 9.99 12.35
EPS pcp growth (adj) % 31.2 26.4 6.2 -2.0 EPS growth (adj) % 85.6 12.9 7.0 23.6
Revenue pcp growth % 55.3 43.5 354 28.2 PE (rep) X 10.6 9.4 8.7 7.1
Operating Income pcp growth % 39.9 25.3 1.2 2.2 PE (rep bonus adj) X 12.2 9.4 8.7 7.1
Reported Earnings pcp growth % 28.7 18.6 7.6 0.6 PE (adj) X 10.5 9.3 8.7 7.1
Gross Profit Margin % 28.6 30.0 28.2 28.3 Total DPS NT$ 5.20 551 6.00 7.00
Operating Income Margin % 21.8 23.6 19.8 214 Total Div Yield % 6.0 6.3 6.9 8.0
Reported Earnings Margin % 18.1 25.3 22.3 20.7 Weighted Average Shares m 219.4 217.0 220.6 220.6
EBITDA Margin % 28.1 30.1 24.4 26.1 Period End Shares m 214.8 220.6 220.6 220.6
Profit and Loss Ratios 2007A 2008E 2009E 2010E Cashflow Analysis 2007A  2008E  2009E  2010E
Revenue Growth % 58.2 39.1 36.7 43.2 Reported Earnings m 1,806 2,021 2,204 2,724
Gross Profit Growth % 80.2 29.1 28.0 29.1 Depreciation & Amortisation m 378 509 641 932
Operating Income Growth % 99.5 144 21.9 24.8 Chgs in Working Cap m -396 -134 -602 -789
Reported Earnings Growth % 103.4 11.9 9.1 23.6 Other m -168 943 260 322
EBITDA Growth % 101.8 18.0 22.7 29.1 Operating Cashflow m 1,619 3,339 2,503 3,189
Acquisitions m 0 0 0 0
Gross Profit Margin % 31.0 28.7 26.9 24.2 Capex m -1,256 -993 -1,500 -1,800
Operating Income Margin % 26.3 216 19.3 16.8 Asset Sales m -134 -2,090 0 0
Reported Earnings Margin % 26.9 21.6 17.2 14.9 Other m -3 -7 0 0
EBITDA Margin % 31.9 27.0 24.3 21.9 Investing Cashflow m -1,393  -3,090 -1,500 -1,800
Dividend (Ordinary) m -597 -1,213 -1,213 -1,324
Payout Ratio % 62.9 59.0 60.1 56.7 Equity Raised m 0 0 0 0
EV/EBITDA X 7.8 7.0 5.7 45 Debt Movements m 287 814 98 133
EV/EBIT X 9.2 8.6 7.1 5.8 Other m -5 18 0 0
Financing Cashflow m -315 -381 -1,115 -1,191
Balance Sheet Ratios
ROE % 32.6 34.8 36.4 37.0 Net Chg in Cash/Debt m -90 -132 -112 198
ROA % 20.5 16.1 16.2 17.9
ROIC % 317 29.0 31.0 315 Free Cashflow m 362 2,346 1,003 1,389
Net Debt/Equity % 3.8 23.2 25.2 22.0 FCF per Share NT$ 1.65 10.81 4.55 6.30
Interest Cover X 333.4 51.9 49.7 45.8 P/FCF X 52.8 8.1 19.2 13.8
Price/Book X 3.1 35 2.9 2.4
Book Value per Share NT$ 28.5 24.8 30.0 36.8
Balance Sheet 2007A  2008E  2009E  2010E
Cash m 681 549 437 635
Receivables m 1,347 1,595 1,982 2,641
Inventories m 1,046 989 1,273 1,692
Investments m 0 0 0 0
Fixed Assets m 3,134 3,595 4,454 5,323
Intangibles m 0 0 0 0
Other Assets m 4,508 7,633 7,821 8,008
Total Assets m 10,718 14,361 15,967 18,299
Payables m 754 810 879 1,168
Short Term Debt m 917 1,000 2,103 2,423
Long Term Debt m 0 818 0 0
Provisions m 0 0 0 0
Other Liabilities m 2,921 6,257 6,367 6,587
Total Liabilities m 4,592 8,884 9,349 10,179
Total S/H Equity m 6,125 5,477 6,618 8,119
Total Liab & S/H Funds m 10,718 14,361 15,966 18,298
All figures in NT$ unless noted.
Source: Company data, Macquarie Research, October 2008
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Important disclosures:

Recommendation definitions

Macquarie - Australia/New Zealand

Outperform — return >5% in excess of benchmark return
(>2.5% in excess for listed property trusts)

Neutral — return within 5% of benchmark return (within 2.5%
for listed property trusts)

Underperform — return >5% below benchmark return (>2.5%
below for listed property trusts)

Macquarie — Asia/Europe

Outperform — expected return >+10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Macquarie First South - South Africa

Outperform — expected return >+10%

Neutral — expected return from -10% to +10%
Underperform — expected return <-10%

Macquarie — Canada

Volatility index definition*

This is calculated from the volatility of historic
price movements.

Very high—highest risk — Stock should be
expected to move up or down 60-100% in a year
— investors should be aware this stock is highly
speculative.

High — stock should be expected to move up or
down at least 40-60% in a year — investors
should be aware this stock could be speculative.

Medium — stock should be expected to move up
or down at least 30—40% in a year.

Low—medium — stock should be expected to
move up or down at least 25-30% in a year.

Financial definitions

All "Adjusted" data items have had the following
adjustments made:

Added back: goodwill amortisation, provision for
catastrophe reserves, IFRS derivatives & hedging,
IFRS impairments & IFRS interest expense
Excluded: non recurring items, asset revals,
property revals, appraisal value uplift, preference
dividends & minority interests

EPS = adjusted net profit / efpowa*

ROA = adjusted ebit / average total assets

ROA Banks/Insurance = adjusted net profit
laverage total assets

ROE = adjusted net profit / average shareholders
funds

Gross cashflow = adjusted net profit +
depreciation

Outperform — return >5% in excess of benchmark return
Neutral — return within 5% of benchmark return

Underperform — return >5% below benchmark return
Macquarie — USA

Outperform (Buy) — return >5% in excess of benchmark return
Neutral (Hold) — return within 5% of benchmark return
Underperform (Sell)— return >5% below benchmark return
Recommendations — 12 months

Note: Quant recommendations may differ from Fundamental
Analyst recommendations

*equivalent fully paid ordinary weighted average
Low — stock should be expected to move up or number of shares
down at least 15-25% in a year.
* Applicable to Australian/NZ stocks only All Reported numbers for Australian/NZ listed
stocks are modelled under IFRS (International

Financial Reporting Standards).

Recommendation proportions — For quarter ending 30 September 2008

AU/NZ Asia RSA USA CA EUR
Outperform 43.17% 61.57% 63.08% 53.60% 71.54%  43.00%
Neutral 41.37% 16.43% 30.77% 37.60% 24.61%  48.00%
Underperform 15.47% 22.00% 6.15% 8.80% 3.85% 9.00%
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