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Bright World Precision Mach Ltd

Disappointing 4Q06 results

Disappointing 4Q06 results. Bright World Precision Machinery (BWPM)
reported a rather disappointing set of 4Q06 results; although revenue of
RMB127.1m (+34.4% YoY) was 2.1% ahead of our forecast, it was down 1.8%
QoQ. It was also short of the RMB140m sales guidance given earlier, but we
understand this is due to an order push-out, which has already been delivered
and will be booked in 1Q07. Meanwhile, net profit fell 4.8% (also down 11.3%
QoQ) to RMB35.6m, or nearly 14.0% below our forecast. This is mainly due to
a sharp increase in expenses, both operating (+35.5% YoY) and administrative
(+247.9% YoY). For FY06, revenue grew 39.8% to RMB449.3m (vs. our
RMB446.7m forecast), while net profit rose 20.3% to RMB115.8m, which fell
4.7% short of our forecast and was 10.9% below BWPM's RMB130m
guidance. It declared a final dividend of RMB0.087 per share, or 30% of its
earnings.

May just be a hiccup. Although the first quarter is traditionally a soft one due
to the long Chinese New Year break, the slowdown in 1Q07 may be partly
mitigated by the order push-out mentioned earlier. We also think that the
disappointing 4Q06 performance is just a hiccup - we remain upbeat on the
manufacturing sector outlook in China in 2007, especially the metal stamping
industry, driven by the stellar growth in the automobile manufacturing industry.
With its expansion on track, we believe BWPM is poised to ride on this growth.
We also note that BWPM remains confident that it can sustain 30% YoY
revenue growth for both 1Q07 and FY07, as well as its gross margin at 36-
38%.

Readjusting our FY07 estimates. Nevertheless, we are adjusting our FY07
estimates to reflect lower margin assumptions. We now expect BWPM to post
a net profit of RMB141.9m on sales of RMB568.4m, versus our earlier forecast
of RMB178.1m and RMB596.7m, respectively. This still translates to a very
healthy 26.5% topline and 22.5% bottomline growth.

Keeps BUY, but with lower S$0.57 fair value. In line with our lower FY07
estimates and slightly more conservative FY08 estimates, we are lowering
our DCF-based fair value from S$0.63 to S$0.57, which translates to FYO7F
PE of 8.1x. The stock is also currently trading at an undemanding 6.2x FYO7F
PER. As there is still a potential upside of nearly 30% from here, as well as an
expected net yield of 4.8%, we keep our BUY rating.

Year to Turnover EBITDA Net Profit EPS EPS Growth Consensus EPS PER Net Div Yield
31 Dec (RMBm) (RMBm) (RMBm) (RMB cents) (%) (RMB cents) (x) (%)
FY 05 321.4 104.2 96.3 241 - 9.2 4.3
FY 06 449.3 141.8 115.8 28.9 20.3 - 7.6 3.9
FY 07F 568.4 178.1 141.9 35.5 22.5 30.4 6.2 4.8
FY 08F 711.6 228.2 1771 44.3 24.9 42.3 5.0 6.0

Please refer to the important disclosures at the back of this document.
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Bright World Precision Machinery Ltd's Key Financial Data

Bright World Precision Rsults 4Q05 4Q06 % Chg 3Q06 % Chg
Year Ended 31 Dec (RMB m) (RMBm) (RMBm) (YoY) (RMBm) (QoQ)
Revenue 94.6 127.1 34.4 129.5 -1.8
Operating expenses -0.7 -11.8 1,540.7 -8.9 33.4
EBITDA 40.3 441 9.4 49.4 -10.7
Depreciation & amortisation -2.8 -4.2 51.4 -3.7 12.8
Operating Profit 37.6 39.9 6.3 45.7 -12.6
Net interest -0.2 0.4 n.m. 0.0 n.m.
Associates - - n.m. - n.m.
Exceptionals - - n.m. - n.m.
Pre-tax profit 37.4 40.4 7.8 45.8 -11.9
Tax - -4.7 n.m. -5.7 n.m.
Minority interests - - n.m. 0.0 n.m.
Net profit 37.4 35.6 -4.8 40.1 -11.3
Net margin 0.4 0.3 -29.2 0.3 -9.6
EARNINGS FORECAST

Year Ended 31 Dec (RMB m) FYO05 FYO06 FYO7F FYO8F
Revenue 321.4 449.3 568.4 711.6
EBITDA 104.2 141.8 178.1 228.2
Depreciation & amortisation -9.9 -14.4 -18.9 -28.9
Operating Profit 94.3 127.4 159.2 199.2
Net interest -0.5 -0.2 -0.4 -0.4
Associates 0.0 0.0 0.0 0.0
Exceptionals 0.0 0.0 0.0 0.0
Pre-tax profit 96.3 131.9 161.2 201.3
Tax 0.0 -16.1 -19.3 -24.2
Minority interests 0.0 0.0 0.0 0.0
Net profit 96.3 115.8 141.9 1771
Earnings per share (RMB cents) 241 28.9 355 44.3
Fully diluted earnings per share (RMB cents) 241 28.9 35.5 44.3
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BALANCE SHEET

As at 31 Dec (RMB m) FYO05 FYO06 FYO7F FYO8F
Cash 32.2 117.2 156.8 180.2
Other current assets 176.6 2971 329.6 401.1
Fixed assets 141.4 169.9 250.9 327.2
Other long term assets 0.0 21.8 21.4 20.9
Total assets 350.1 605.9 758.6 929.5
Current liabilities less debt 107.7 101.8 147.4 183.7
Debt 20.0 40.0 40.0 40.0
Other long term liabilities 0.0 0.0 0.0 0.0
Total liabilities 127.7 141.8 187.4 223.7
Shareholders equity 222.4 464.1 571.2 705.8
Minority interests 0.0 0.0 0.0 0.0
Total equity and liabilities 350.1 605.9 758.6 929.5
NTA per share (RMB cents) 55.6 110.6 137.5 171.2
CASH FLOW

Year Ended 31 Dec (RMB m) FYO05 FYO06 FYO7F FYO8F
Operating profit before working cap. changes 106.6 146.6 180.6 230.7
Working capital changes -40.6 -132.9 13.6 -40.1
Interest and tax -0.4 -11.6 -19.8 -24.6
Net cash from operations 65.5 2.1 174.4 166.0
Capex -47.7 -42.9 -100.0 -100.0
Other investing flows 0.1 -21.8 0.0 0.0
Investing cash flow -47.6 -64.7 -100.0 -100.0
Change in equity 83.3 164.3 0.0 0.0
Net change in debt 20.0 20.0 0.0 0.0
Dividends paid 0.0 -38.4 -34.7 -42.6
Others -110.3 17.6 0.0 0.0
Financing cash flow -7.0 163.6 -34.8 -42.6
Net cash flow 10.9 100.9 39.6 23.5
Cash at beginning of year 5.3 32.2 117.2 156.8
Add: Bank overdraft and fixed deposit pledged to banks 16.0 -16.0 0.0 0.0
Cash at end of year 32.2 117.1 156.8 180.2
KEY RATIOS

PER (x) 9.2 7.6 6.2 5.0
Price/NTA (x) 4.0 2.0 1.6 1.3
EV/EBITDA (x) 1.6 0.7 0.3 0.2
Dividend yield (%) 4.3 3.9 4.8 6.0
ROIC (%) 39.7 23.0 23.2 23.8
ROE (%) 43.3 24.9 24.8 25.1
Net gearing (%) Net Cash  Net Cash  Net Cash  Net Cash
PE to growth (x) n.m. 0.4 0.3 0.2

Source: Company data, OIR estimates
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SHAREHOLDING DECLARATION:
The analyst/analysts who wrote this report holds NIL shares in the above security.

RATINGS AND RECOMMENDATIONS:

OCBC Investment Research’s (OIR) technical comments and recommendations are short-term and trading oriented.
However, OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month investment
horizon. OIR’s Buy = More than 10% upside from the current price; Hold = Trade within +/-10% from the current
price; Sell = More than 10% downside from the current price.

DISCLAIMER FOR RESEARCH REPORT

This report is solely for information and general circulation only and may not be published, circulated, reproduced
or distributed in whole or in part to any other person without our written consent. This report should not be
construed as an offer or solicitation for the subscription, purchase or sale of the securities mentioned herein.
Whilst we have taken all reasonable care to ensure that the information contained in this publication is not untrue
or misleading at the time of publication, we cannot guarantee its accuracy or completeness, and you should not
act on it without first independently verifying its contents. Any opinion or estimate contained in this report is
subject to change without notice. We have not given any consideration to and we have not made any investigation
of the investment objectives, financial situation or particular needs of the recipient or any class of persons, and
accordingly, no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether
directly or indirectly as a result of the recipient or any class of persons acting on such information or opinion or
estimate. You may wish to seek advice from a financial adviser regarding the suitability of the securities mentioned
herein, taking into consideration your investment objectives, financial situation or particular needs, before making
a commitment to invest in the securities. OCBC Investment Research Pte Ltd, OCBC Securities Pte Ltd and their
respective related and affiliated corporations together with their respective directors and officers may have or take
positions in the securities mentioned in this report and may also perform or seek to perform broking and other
investment or securities related services for the corporations whose securities are mentioned in this report as well
as other parties generally.
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For OCBC Investment Research Pte Ltd
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