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KELIVE
R E S E A R C H 

Ellipsiz 
Facing strong headwinds 
 
 FY07 results below expectations 

Ellipsiz reported disappointing FY07 results with a 42% decline in net profit to 
$15m while revenue rose 8% to $200.6m. Excluding exceptionals, EBITDA would 
have dropped 14% to $24.8m from $29m in FY06. Gross margins also slipped to 
28.3% from 30.5% due to price attrition arising from a more competitive 
environment. Non-cash ROE (excl EI) declined from 39% to 15% in FY07. We 
are slashing our FY08 and FY09 forecasts by 43% to $12.9 and 42% to $16.2m 
respectively as a result of continued pricing pressure as well as higher R&D 
expenses as the group expands wafer test activities for the Probe Card solutions 
business. 
 
 Business segments performed poorly 

Both recurring businesses - Probe Card solutions (PCS) and Silicon Reclaim 
solutions (SRS) reported uninspiring topline growth. PCS revenue grew 26% to 
$103.6m (52% of sales) due to consolidation of the wafer test business of Kulicke 
& Soffa (K&S), which was acquired in Mar 2006. PCS performance was severely 
affected by the industry slowdown with EBIT margins dipping to 3% from 31%. 
Assuming zero organic growth, K&S and SV Probe should have contributed to at 
least 80% topline growth for the PCS segment. SRS revenue grew 24% to 
$19.8m due to increased demand spurred on by high silicon prices and 50% 
ramp in production capacity.  Distributon and Services solutions revenue (DSS) 
fell 12% to $77.2m as major projects ended in FY06.  
 
 No near term catalysts from Viet plant and new projects 

The new Vietnam facility for its Probe Cards is scheduled to to be completed in 
Sep 2007 but we do not expect any substantial contribution for the next six 
months. New product technology for its PCS segment is still in development 
stage. Management expects a 18-24 months time frame before any fruition from 
the R&D projects.  
 
 Downgrade to Sell from Buy 

We are downgrading Ellipsiz to Sell from Buy. We believe Ellipsiz will continue to 
face pricing pressure from major customers and foresee no near term catalysts. 
Ellipsiz is currently trading at 10x FY08 PE, above its two-year historical average 
of 9x but well below global industry PEs of 16x. We see fair value at $0.46 based 
on a 9x FY08 PE (1.2x FY08 P/B). The group is not proposing any final dividend 
apart from the 0.6¢ interim payout in Mar 2007.  
 
Year End Jun 2005 2006 2007 2008F 2009F 
Sales ($m) 118.3  186.0 200.6 221.1 253.7 
Pretax profit ($m) 16.7  40.9 14.1 16.3 20.2 
Net profit ($m) 11.1  26.1 15.0 12.9 16.2 
EPS (cts) 4.5  10.6 5.9 5.1 6.3 
EPS ex EI (cts) 2.6  5.2 5.9 5.1 6.3 
EPS ex EI growth (%) 54.6  103.8 12.8        (14.0) 25.1 
PER (x) 19.9  9.8 8.7 10.1 8.0 
Non cash PER (x) 10.4  3.9 7.9 9.3 6.4 
EV/EBITDA (x) 4.9  2.0 4.5 3.8 2.7 
DPS (cts) 1.2  1.0 0.6 0.5 0.6 
Yield (%) 2.3  2.0 1.2 1.0 1.2 
 

 

SELL 
 
  
Price $0.51
Target $0.46
ST Index 3370.91
 
Historical Chart 
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Stock Information 
Bloomberg ticker code ELL SP
Reuters ticker code ELPZ.SI
Market cap (S$m) 130.4
52-week high ($) 1.01
52-week low ($) 0.47
Shares issued (m) 255.6
6m avg. daily vol (m) 2.05
Free float (%) 71.7
Major Shareholders (%) 

Chong Fook Choy – CEO (11.3)
Ageis Portfolio Managers (10.1)

Legg Mason (6.9)

 
Key Indicators – FY07 
Gross Margin (%) 28.3
Operating Margin (%) 7.1
ROE (%) 12.8
ROA  (%) 8.0
Current Ratio (x) 2.2
Net Debt/Equity (%) (15.8)
Interest cover (x) N.A
BVPS(¢) 33.5
P/B (x) 1.5
 

Analyst: 
Geraldine Eu 
Geraldineeu@kimeng.com 
(65) 6432 1469 
 
www.kelive.com 
 
Co. REg No. : 198700034E 
MICA (P): 269/11/2006 
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Figure 1: Ellipsiz Financial Results 
 
Year End Jun (S$m) FY07 FY06 % YoY     
Sales 200.61 186.04 8%   
COGS (143.76) (129.38) 11%   

Gross Profit 56.85 56.67 0%   
Other Operating Income 1.18 24.84 -95%   

Distribution Costs (16.21) (11.44) 42%   

Administration Expenses (21.17) (24.14) -12%   

Other Operating Expenses (0.65) (4.01) -84%   

Operating Profit 14.18 41.91 -66%   
Interest Expense  0.13 (0.84) -115%   

Associates (0.11) (0.04) 162%   

Joint Venture (0.10) (0.11) -9%   

Pretax Profit 14.10 40.93 -66%   
Taxation 1.46 (4.24) -135%   

Minority Interests (0.54) (10.60) -95%   

Net Profit 15.02 26.09 -42%   
Gross DPS (cts) 0.60 1.00 -40%   
      

EPS (S cts) 5.89 10.56 -44%   
      

Gross Margins (%) 28% 30% -7%   

Operating Margins (%) 7% 23% -69%   

Pretax Margins (%) 7% 22% -68%   

Return on Equity (%) 13% 27% -52%   

Return on Assets (%) 8% 16% -48%   

      

Year End Jun (S$m) 2H07 2H06 % YoY 1H07 % HoH 
Sales 96.05 104.35 -8% 104.56 -8% 
COGS (73.64) (70.80) 4% (70.11) 5% 

Gross Profit 22.41 33.55 -33% 34.44 -35% 
Other Operating Income (0.05) 23.93 -100% 1.24 -104% 

Distribution Costs (7.88) (7.15) 10% 1.24 -737% 

Administration Expenses (7.85) (14.96) -48% (13.33) -41% 

Other Operating Expenses (0.06) (3.68) -98% (0.59) -89% 

Operating Profit 0.75 31.70 -98% 13.43 -94% 
Interest Expense  0.51 (0.53) -197% (0.38) -233% 

Associates (0.09) (0.02) 411% (0.02) 411% 

Interest Expense  (0.09) (0.07) 31% (0.01) 878% 

Pretax Profit 1.08 31.08 -97% 13.02 -92% 
Taxation 3.62 (3.02) -220% (2.16) -268% 

Minority Interests (0.52) (7.55) -93% (3.05) -83% 

Net Profit 4.18 20.51 -80% 10.84 -61% 
      

EPS (S cts) 1.64 8.21 -80% 4.25 -61% 
      

Gross Margins (%) 23% 32% -27% 33% -29% 

Operating Margins (%) 1% 30% -97% 13% -94% 

Pretax Margins (%) 1% 30% -96% 12% -91%  
Source: Company data, KELive 
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HALF-YEARLY PERFORMANCE (S$m)     
      
6 months to ($ m) Jun 07 Jun 06 % YoY Dec 06 %HoH 
      
Turnover 96.1 104.35 -8% 104.6 -8% 
Operating Profit 0.8 31.70 -98% 13.4 -94% 
Pretax Profit 1.1 31.08 -97% 13.0 -92% 
Net Profit 4.2 20.51 -80% 10.8 -61% 
EPS Cents 1.6 8.21 -80% 4.2 -61% 
Key ratios         
Operating Margin 23.3% 29.8% -6.5%  32.9% -9.6% 
Pretax Margin 0.8% 9.7%  -8.9% 12.8% -12.1% 
Net Margin 4.4% 19.7%  -15.3% 10.4% -6.0% 
      
PROFIT & LOSS (S$m)         
      
Year end Jun 2005 2006 2007 2008F 2009F 
      
Turnover  118.3     186.0      200.6    221.1   253.7 
  COGS   (79.6) (129.4)  (143.8) (157.0) (180.1) 
Gross Profit     38.7       56.7        56.9      64.1     73.6 
  Other Operating Income 9.0  6.2  24.8  1.2 2.0 
  Distribution Costs    (6.8)   (11.4)    (16.2)   (17.2)   (17.8) 
  Administration Expenses   (20.7)   (24.1)    (21.2)   (23.2)   (25.4) 
  R&D Expenses 0.0       0.0        (5.8)     (7.7)   (10.1) 
  Other Operating Exp     (0.2)     (4.0)      (0.6)     (0.7)    (0.8) 
Operating Profit     17.3       41.9       14.2      17.3     21.5 
  Interest Expense    (0.6)     (0.8)         0.1      (0.7)    (1.0) 
  Associates       0.1      (0.0)      (0.1)     (0.2)     (0.3) 
  Exceptionals 0.0  0.0  0.0  0.0 0.0 
Pretax Profit     16.7       40.9       14.1      16.3    20.2 
Taxation    (2.9)     (4.2)        1.5      (2.8)     (3.4) 
Minority Interests    (2.7)  (10.6)      (0.5)     (0.6)    (0.6) 
Net Profit 11.1  26.1  15.0  12.9 16.2 
      
EPS (¢) 4.6  10.6  5.9  5.1 6.3 
EPS Growth 19.8% 127.1% -44.2% -14.0% 25.1% 
Gross DPS (¢) 1.2  1.0  0.6  0.5 0.6 

     
Sales Growth 70% 57% 8% 10% 15% 
Gross Profit Growth 182% 46% 0% 13% 15% 
Operating Profit Growth 95% 142% -66% 22% 25% 
Pretax Profit Growth 91% 146% -66% 16% 24% 
Net Profit Growth 35% 136% -42% -14% 25% 

     
Gross Margin 33% 30% 28% 29% 29% 
Operating Margin 15% 23% 7% 8% 8% 
Pretax Margin 14% 22% 7% 7% 8% 

     
Effective Tax Rate 17% 10% -10% 17% 17% 
Interest Cover (x) 29  50  NA 24 21 
Dividend Cover (x) 5  13  10  10 10 
      
SEGMENT BREAKDOWN (S$m)       
      
Year end Jun 2005 2006 2007 2008F 2009F 
      

Distribution & Services Sol 69.7  87.9  77.2  83.4 91.8 
Silicon Reclaim 11.3  15.9  19.8  23.7 30.9 
Probe Cards 37.3  82.3  103.6  113.9 131.0 
Total Revenue 118.3  186.0  200.6  221.1 253.7 
      
Distribution & Services Sol 59% 47% 39% 38% 36% 
Silicon Reclaim 10% 9% 10% 11% 12% 
Probe Cards 32% 44% 52% 52% 52% 
% Revenue 100% 100% 100% 100% 100% 
      
Distribution & Services Sol  26% -12% 8% 10% 
Silicon Reclaim  41% 24% 20% 30% 
Probe Cards  121% 26% 10% 15% 
Revenue Growth  57% 8% 10% 15% 

      
Sources: Company data, KE estimates 

 
 

BALANCE SHEET (S$m)
 
As at Jun 2005 2006 2007 2008F 2009F 
 
Current Assets 77.6  125.0  93.7 128.9 155.5 
  Cash & ST Invts 29.8  51.8  27.8 46.8 71.0 
  Receivables 38.4  49.6  40.7 55.8 55.9 
  Inventories 8.9  22.2  21.5 24.3 26.6 
  Project in Progress 0.3  0.1  0.5 0.5 0.5 
  Others 0.2  1.3  3.3 1.5 1.5 
Fixed Assets 19.7  34.6  36.2 39.6 40.7 
Associates 1.5  1.3  4.3 4.3 4.3 
JV 0.2  0.1  0.0 0.0 0.0 
Investments 21.3  0.1  0.0 0.0 0.0 
Other Assets 12.1  41.1  37.5 37.3 36.5 
Total Assets 132.4  202.3  171.8 210.2 237.0 
Current Liabilities 29.8  83.0  41.7 48.5 50.7 
  ST Borrowings 4.9  14.1  5.7 5.7 5.7 
  Payables 23.4  61.1  31.7 37.7 39.1 
  Others 1.5  7.8  4.2 5.1 5.9 
LT Loans 4.7  1.0  2.7 22.7 32.7 
Deferred Liabilities 1.4  4.7  2.4 2.4 2.4 
Red. Con, Pref. Shares 0.1  0.1  0.1 0.1 0.1 
Other Payables 0.0  0.8  0.2 0.2 0.2 
Total Liabilities 36.0  89.7  47.1 73.9 86.1 
Share Capital 59.7  117.2  121.1 121.1 121.1 
Reserves 22.7   (5.3) 1.8 13.5 28.0 
Minority Interests 14.0  0.8  1.8 1.8 1.8 
Total Equity + MI 96.4  112.6  124.7 136.3 150.9 
 
Debtors Turnover (days) 83 72 69 68 70 
Stock Turnover (days) 28 71 62 58 59 
Creditors Turnover (days)   46 43 36 38 46 
       
Current Ratio (x) 2.6  1.5  2.2 2.7 3.1 
Net Debt/Equity (x) -24.5% -27.9% -15.8% -13.6% -21.8% 
Total Debt/Equity (x) 11.6% 13.6% 6.9% 21.1% 25.8% 
NBV/Share (S c) 29.55 29.09 33.54 38.16 44.59 
       
ROE 14.3% 26.9% 12.8% 10.1% 11.4% 
ROA 9.5% 15.6% 8.0% 6.8% 7.2% 
 
 
CASH FLOW (S$m)
 
Year end Jun 2005 2006 2007 2008F 2009F 
      
Pretax Profit   16.7    40.9      14.1     16.3    20.2 
Depreciation      5.3      6.9     10.7     12.5    14.9 
(Profit)/Loss on Sale of Asset 0.0  0.0  0.0 0.0 0.0 
Associates Profits     0.1    (0.0)     (0.1)    (0.2)  (0.3) 
Tax Paid  (1.5)      2.7      (3.5)     (1.9)   (2.6) 
Change in Working Capital (12.6)   14.9    (23.1)   (10.2)  (0.9) 
Operating Cash Flow     8.0    65.4      (1.9)     16.5   31.4 
Net Capex  (9.8) (21.8)  (12.3)   (16.0) (16.0) 
Associates & Investments (18.5)   16.1      2.7        0.2     0.3 
Change in Other Assets (12.9) (28.2)       3.2       0.2      0.9 
Investing Cash Flow (41.2) (33.9)     (6.4)   (15.6) (14.9) 
Change in Share Capital      0.4       3.7        3.9 0.0 0.0 
Net Change in Debt     9.3      5.6      (6.7)      20.0 10.0 
Dividends Paid  (2.3)  (2.0)     (2.3)     (1.3)  (1.6) 
Others 10.5  (22.2) (5.2) (0.6) (0.6) 
Financing Cash Flow    10.8  (14.9)  (10.2)     18.1     7.7 
      
Net Cash Flow (22.4)   16.6    (18.6)     19.0    24.2 
Cash/(Debt) at Beg of Yr   52.2     29.8      46.4     27.8    46.8 
Cash/(Debt) at End of Yr   29.8     46.4      27.8     46.8    71.0 
 
Sources: Company data, KE estimates 
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TERMS FOR PROVISION OF REPORT AND DISCLAIMERS 
 
This report, and any electronic access to it, is restricted to and intended only for clients of Kim Eng Research Pte. Ltd. ("KER") or a related entity to KER (as the 
case may be) who are institutional investors (for the purposes of both the Singapore Securities and Futures Act (“SFA”) and the Singapore Financial Advisers Act 
(“FAA”)) and who are allowed access thereto (each an "Authorised Person") and is subject to the terms and disclaimers below.  
 
IF YOU ARE NOT AN AUTHORISED PERSON OR DO NOT AGREE TO BE BOUND BY THE TERMS AND DISCLAIMERS SET OUT BELOW, YOU SHOULD 
DISREGARD THIS REPORT IN ITS ENTIRETY AND LET KER OR ITS RELATED ENTITY (AS RELEVANT) KNOW THAT YOU NO LONGER WISH TO 
RECEIVE SUCH REPORTS. 
 
This report provides information and opinions as reference resource only. This report is not intended to be and does not constitute financial advice, investment 
advice, trading advice or any other advice. It is not to be construed as a solicitation or an offer to buy or sell any securities or related financial products. The 
information and commentaries are also not meant to be endorsements or offerings of any securities, options, stocks or other investment vehicles.  
 
The report has been prepared without regard to the individual financial circumstances, needs or objectives of persons who receive it.  The securities discussed in 
this report may not be suitable for all investors.  Readers should not rely on any of the information herein as authoritative or substitute for the exercise of their own 
skill and judgment in making any investment or other decision. Readers should independently evaluate particular investments and strategies, and are encouraged 
to seek the advice of a financial adviser before making any investment or entering into any transaction in relation to the securities mentioned in this report.  The 
appropriateness of any particular investment or strategy whether opined on or referred to in this report or otherwise will depend on an investor’s individual 
circumstances and objectives and should be confirmed by such investor with his advisers independently before adoption or implementation (either as is or varied). 
You agree that any and all use of this report which you make, is solely at your own risk and without any recourse whatsoever to KER, its related and affiliate 
companies and/or their employees. You understand that you are using this report AT YOUR OWN RISK. 
 
This report is being disseminated to or allowed access by Authorised Persons in their respective jurisdictions by the Kim Eng affiliated entity/entities operating and 
carrying on business as a securities dealer or financial adviser in that jurisdiction (collectively or individually, as the context requires, "Kim Eng") which has, vis-à-
vis a relevant Authorised Person, approved of, and is solely responsible in that jurisdiction for, the contents of this publication in that jurisdiction. 
 
Kim Eng, its related and affiliate companies and/or their employees may have investments in securities or derivatives of securities of companies mentioned in this 
report, and may trade them in ways different from those discussed in this report.  Derivatives may be issued by Kim Eng its related companies or 
associated/affiliated persons. 
 
Kim Eng and its related and affiliated companies are involved in many businesses that may relate to companies mentioned in this report. These businesses include 
market making and specialized trading, risk arbitrage and other proprietary trading, fund management, investment services and corporate finance.  
 
Except with respect the disclosures of interest made above, this report is based on public information.  Kim Eng makes reasonable effort to use reliable, 
comprehensive information, but we make no representation that it is accurate or complete. The reader should also note that unless otherwise stated, none of Kim 
Eng or any third-party data providers make ANY 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.   
 
Proprietary Rights to Content. The reader acknowledges and agrees that this report contains information, photographs, graphics, text, images, logos, icons, 
typefaces, and/or other material (collectively “Content”) protected by copyrights, trademarks, or other proprietary rights, and that these rights are valid and protected 
in all forms, media, and technologies existing now or hereinafter developed. The Content is the property of Kim Eng or that of third party providers of content or 
licensors. The compilation (meaning the collection, arrangement, and assembly) of all content on this report is the exclusive property of Kim Eng and is protected by 
Singapore and international copyright laws. The reader may not copy, modify, remove, delete, augment, add to, publish, transmit, participate in the transfer, license 
or sale of, create derivative works from, or in any way exploit any of the Content, in whole or in part, except as specifically permitted herein. If no specific restrictions 
are stated, the reader may make one copy of select portions of the Content, provided that the copy is made only for personal, information, and non-commercial use 
and that the reader does not alter or modify the Content in any way, and maintain any notices contained in the Content, such as all copyright notices, trademark 
legends, or other proprietary rights notices. Except as provided in the preceding sentence or as permitted by the fair dealing privilege under copyright laws, the 
reader may not reproduce, or distribute in any way any Content without obtaining permission of the owner of the copyright, trademark or other proprietary right. Any 
authorised/permitted distribution is restricted to such distribution not being in violation of the copyright of Kim Eng only and does not in any way represent an 
endorsement of the contents permitted or authorised to be distributed to third parties. 
Additional information on mentioned securities is available on request. 
 
Jurisdiction Specific Additional Disclaimers: 
 
THIS RESEARCH REPORT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT, MAY NOT BE DISTRIBUTED TO THE PRESS OR OTHER MEDIA, AND MAY 
NOT BE REPRODUCED IN ANY FORM AND MAY NOT BE TAKEN OR TRANSMITTED INTO THE REPUBLIC OF KOREA, OR PROVIDED OR TRANSMITTED 
TO ANY KOREAN PERSON.  FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A VIOLATION OF SECURITIES LAWS IN THE REPUBLIC 
OF KOREA. BY ACCEPTING THIS REPORT, YOU AGREE TO BE BOUND BY THE FOREGOING LIMITATIONS.  
 
THIS RESEARCH REPORT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT, MAY NOT BE DISTRIBUTED TO THE PRESS OR OTHER MEDIA, AND MAY 
NOT BE REPRODUCED IN ANY FORM AND MAY NOT BE TAKEN OR TRANSMITTED INTO MALAYSIA OR PROVIDED OR TRANSMITTED TO ANY 
MALAYSIAN PERSON.  FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A VIOLATION OF SECURITIES LAWS IN MALAYSIA. BY 
ACCEPTING THIS REPORT, YOU AGREE TO BE BOUND BY THE FOREGOING LIMITATIONS.  
 
Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications may apply if the reader is receiving or accessing this 
report in or from other than Singapore. 
 
As of 24 August 2007, Kim Eng Research Pte. Ltd. and the covering analyst do not have any interest in Ellipsiz Kim Eng Research Pte. Ltd. receives an annual 
compensation of S$4,000 from the SGX MAS Research Incentive Scheme for providing coverage of Ellipsiz under the scheme. 
 
© 2006 Kim Eng Research Pte Ltd.  All rights reserved.  Except as specifically permitted, no part of this presentation may be reproduced or distributed in any 
manner without the prior written permission of Kim Eng Research Pte. Ltd. Kim Eng Research Pte. Ltd. accepts no liability whatsoever for the actions of third parties 
in this respect. 
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