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Current Price: HK$1.84 

Target price: HK$2.50 

Upside:+35.8% 
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Deloitte 

2Q22E: Aug 2022 
 
Company description 

Established in 1978, Truly is the largest handset 

display and second capacitive touch panel supplier in 

China, with a diversified clientele focusing on the 

domestic brands (including Samsung, Xiaomi, 

OPPO, Vivo etc).  Besides, it also supplies camera 

modules and automotive LCDs, current clients 

include first-tier OEM, GM, BMW, Volkswagen, 

Toyota and emerging new EV brands in China etc.  

 
Price chart  

 
Note: FLASH NOTE represents short-
term trading ideas by Cinda 
International Research which are 
distinguished from our normal 
coverage. The recommended stocks 
may not be continually followed 

 

 

 

 

 

 

 

 

Truly International | 732.HK   

Undemanding valuation with negatives priced in  

Short Term (6 Month)    

    

    

 

 Slow start in 1H22, expects GM dilution on short term sales mix shift 
  
◼ We had an update call with Truly’s management to discuss their business 

outlook. Truly set for a weak start in 1H22, as revenue and core net profit each 
grew 0.3%/11.3% Yoy to HK$5,341mn and HK$311mn in 1Q22, with blended 
GM was down 0.7ppts Yoy to 10.6%. Both figures reached 21%/17% of our 
FY22E estimates. Together with the HK$5,453mn (-4.4% Yoy) revenue in 2Q22, 
Truly’s 1H22 came in at HK$10.8bn and accounted for 42.5% of our FY22E 
forecasts (vs ~49% in 1H21). We attribute the shortfall due to weak mid-end 
smartphone demand and high oil price led to slower auto sales in US and Europe, 
The unfavourable product mix would drag on blended GM in 1H22 and FY22E.  
 

◼ In 1H22, automotive segment revenue dropped mid-teens Yoy, while industrial, 
medical and IoT sales with revenue grew >25% Yoy. Non-handset revenue (i.e. 
auto + industrial, medical and IoT) accounted for ~49% of total sales in 1H21 (vs. 
~38%/43%/49% in FY19-FY21), we still expect non-handset related revenue 
contribution would surpass that of handset in FY22E (~50-51%)  
 

◼ Both Huizhou’s plant (G4.5 TFT-LCD and G4.5 AMOLED) is still running at full 
capacity, while Shanwei and Renshou plant’s ramp up continue to be on track 
with utilization rate reached >80% respectively and on schedule to be fully 
ramped up by 3Q22E. Truly announced in mid-May that they plan to increase 
stake (currently 7.1%) in Renshou plant. With CAPEX still expected to be 
~HK$800-900mn/year in FY22E/23E, Management maintained its 30-40% 
payout ratio guidance. 
 

 Automotive segment: Story stay intact despite near term headwinds     
 
◼ Automotive segment had a disappointing 1H22, as macro headwinds and high 

oil prices dampened auto sales in US and Europe. In addition, Truly has been 
taking a prudent approach with China new NEV players.  

◼ Though facing near term headwinds, we still segment growth story remains intact 
on the back of  i) longer product life cycle, higher ASP and GM (estimated 
to be > low-mid teens) than handset related products, this would enhance 
order and earnings visibility; ii) ASP upside: Led by improved product mix 
(i.e. large screen, multiscreen, HD and spec upgrade to curve panel etc.); 
iii) The demand for optical surface treatment (OST) of automotive touch 
panel and cover glass would also provide added value, and iv) Increasing 
ADAS and smart cockpit penetration to drive automotive CCM.  
 

 Handset related business: Share gain in TFT display and touch panel a 
positive     

 
◼ Though CCM and FPM performance was largely in tandem with peers, Truly’s 

TFT display and touch panel business performance was resilient in 1H22. 
Revenue grew > mid-teens Yoy driven by both shipment volume and ASP as 
Truly managed to take up market share from smaller players and thus enjoys 
more bargaining power. We expect TFT display and touch panel would continue 
to outperform in 2H22E vs. CCM and FPM 
 

◼ Management still targets stable revenue at ~HK$10bn-HK$11bn/year, and we 
expect FY22E revenue would be ~HK$10.5bn (-8.2% Yoy), mainly as a reuslt of 
lower CCM and FPM shipment volume, as smartphone clients lower their 
shipment guidance (mainly in mid-end smartphones) and de-spec continues. 
ASP and GM would still be under pressure due to subdued demand and ongoing 
competition. We modelled both CCM and FPM GM at low-single digit (vs. mid-
single digit in our last update)   
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 Hang Seng Family of Index Review (Next review due in Aug 2022) and potential inclusion in SZHK Stock 

Connect in 2H22  

 Auto sales recovery in US and Europe 
 GM recovery in 2H22 
 Share buyback 
 

 

 

 

 Trading at 4.4x FY22E P/E ; Non-smartphone segment growth continue to drive earnings ;  

 

◼ We expect Truly’s sales and net profit to grow 10.2%/23.5% CAGR in FY22E-24E, led by increasing contribution 

from higher margin automotive products (incl. display, touch and CCM) and enhanced JV profitability. Based 

on our current estimates, we expect automotive products would contribute ~21%/ ~23%/~25% of Truly’s total 

revenue in FY22E-24E, hence driving non-handset sales took up ~51-52% of total revenue. 

 

◼ Truly has slipped ~30% (as of Jul 20 closing price) from end-June, due to weak mid-end smartphones demands 

and auto segment performance disappoints the market. Truly is trading at an undemanding 4.4x FY23E P/E 

(~70% off its peak valuation when Truly’s earnings were in upward cycle back in FY11-FY13 driven by 

smartphone upgrade) with ~6.8% dividend yield (assume 30% payout ratio). In addition, it is also trading at 

~75% discount to BOEV (710.HK). We expect upcoming quarterly Hang Seng Family of Index Review (due in 

Aug 2022) and 2H22 result would continue to draw investors’ attention. We arrive Truly’s new TP at HK$2.50, 

which translates to 6.0x FY23E PE (60% discount to Truly’s peak valuation in FY13). 

 

 

Exhibit 1: Truly’s revenue mix from non-handset business increased to ~50% in FY21 
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Source: Company data, CIRL 
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Exhibit 2: Truly’s revenue mix by product from FY17-FY21 
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Source: Company data, CIRL 

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                               

Exhibit 3: Better sales mix and improved operating efficiency drove Truly’s margin in FY21 
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Source: Company data, CIRL   

 

Exhibit 4: Truly’s Shanwei and Sichuan’s plant still expected to run at full capacity in 3Q22E 
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Source: Company data, CIRL 
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Exhibit 5: Automotive display market expected to grow at 6.5% CAGR in 2020-2030E 
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Source: Omdia, CIRL      

 

Exhibit 6: Truly’s FY22E-24E revenue and shipment volume breakdown 
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Source: Company data, CIRL estimates      
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Exhibit 7: Truly’s 12-mth average month end market cap already surpassed HK$5bn mark  
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Source: Bloomberg, CIRL   
 

Exhibit 8: Peers’ profitability comparison  
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Source: Bloomberg, CIRL 

bloomberg ROE (%) ROA (%) Net Gearing  (%) FY21

code FY21 FY21 FY21 GM (%) OM (%) PM (%)

HK listed supply chain peers

SUNNY OPTICAL 2382 HK 26.8 13.5 (33.4) 23% 14% 13%

BYD ELECTRONIC 285 HK 10.1 5.9 (9.7) 7% 3% 3%

AAC TECHNOLOGIES 2018 HK 6.3 3.3 19.8 25% 10% 7%

FIH MOBILE LTD 2038 HK 2.1 0.7 (47.0) 3% 1% 1%

FIT HON TENG LTD 6088 HK 6.0 2.9 18.2 15% 4% 3%

COWELL 1415 HK 23.3 13.9 (35.0) 15% 8% 6%

Q TECHNOLOGY GRO 1478 HK 21.4 7.4 (0.1) 9% 6% 5%

BOE VARITRONIX L 710 HK 11.5 7.1 (67.1) N/A 4% 4%

COOLPAD 2369 HK (28.6) (11.7) (21.7) 5% -72% -86%

TK GROUP HOLDING 2283 HK 18.5 10.3 (35.9) 24% 13% 12%

JU TENG INTL HDG 3336 HK 2.1 0.8 45.9 11% 2% 1%

TEN PAO GROUP HO 1979 HK 33.1 9.8 24.7 17% 8% 6%

TONGDA GROUP HLD 698 HK 3.2 1.5 20.6 16% 4% 2%

CHINA DISPLAY OP 334 HK 20.6 5.0 (116.9) 8% 3% 3%

KA SHUI INTL HLD 822 HK 10.7 7.4 (9.5) 29% 9% 8%

VESON HOLDINGS L 1399 HK 4.4 0.9 266.5 7% 2% 1%

WAI CHI HOLD 1305 HK 6.6 2.3 121.3 15% 5% 3%

PANASIALUM HOLDI 2078 HK (29.7) (10.3) 48.8 8% -16% -18%

VITAL INNOVATION 6133 HK (3.7) (3.0) (2.4) 0% -3% -3%

SKY LIGHT HOLDIN 3882 HK (1.7) (0.8) (17.6) 17% 0% -1%

TONGDA HONG TAI 2363 HK N/A (37.5) #N/A N/A -30% -50% -53%

Average 12.9 5.8 70.7                            14% 6% 5%

TRULY INTL HLDGS 732 HK 2.1 0.6 68.1 9% 5% 2%

China and international display panel  peers

SAMSUNG SDI CO 006400 KS 7.7 4.5 14.6 23% 8% 9%

BOE TECHNOLOGY-B 200725 CH 21.5 6.1 29.0 29% 17% 12%

TCL TECHNOLOGY-A 000100 CH 27.0 3.7 74.9 20% 10% 6%

E INK HOLDINGS 8069 TT 14.5 9.2 4.4 44% 15% 26%

AU OPTRONICS 2409 TT 29.2 14.6 (10.7) 24% 17% 17%

SHARP CORP 6753 JP 17.0 2.7 107.6 17% 3% 2%

INNOLUX 3481 TT 22.1 14.1 (6.3) 26% 18% 16%

LG DISPLAY CO LT 034220 KS 10.2 3.4 57.3 18% 7% 4%

TIANMA-A 000050 CH 5.8 2.5 92.4 18% 7% 5%

HANNSTAR DISPLAY 6116 TT 16.0 13.5 (46.8) 34% 25% 30%

JAPAN DISPLAY 6740 JP N/A (9.9) 94.2 2% -8% -12%

YES OPTOELECTR-A 002952 CH N/A N/A #N/A N/A N/A N/A 8%

GIANTPLUS TECH 8105 TT 2.3 1.3 (13.3) 9% 1% 1%

CHINA DISPLAY OP 334 HK 20.6 5.0 (116.9) 8% 3% 3%

Average 11.2             5.6               93.3                            14% 9% 9%

TRULY INTL HLDGS 732 HK 2.1 0.6 68.1 9% 5% 2%
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Exhibit 9: Peers’ valuation comparison 
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Source: Bloomberg, CIRL (Market data as of Jul 21)   

 

Exhibit 10: Truly’s 10-year forward 12-month P/E ratio 
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Source: Bloomberg, CIRL 
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Financial Statement 

Exhibit 9: Financial summary 
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Source: Company data, CIRL 

Risk Factors  

Downside risks include: 1) Automotive demand slowdown due to economic downturn; 2) Slower than expected 

recovery in core upstream components supply; 3) Shanwei and Renshou plants to reach full capacity later than 

expected; 4) Intensifying competition in CCM and FPM 

 

 

 

 

 

 

 



 

 Page 8 of 8 

 
 

 

 

 

 

Rating Policy 

 

 Rating  Definition 

 Stock Rating 
Buy Outperform HSI by 15% 

Neutral Between -15% ~ 15% of the HSI 

Sell Underperform HSI by -15% 

Sector Rating 
Accumulate Outperform HSI by 10% 

Neutral Between -10% ~ 10% of the HSI  

Reduce Underperform HSI by -10% 
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Analyst Certification 
I, Hayman Chiu, Research Director of Cinda International Research Limited., hereby certify that all of the views 

expressed in this report accurately reflect my personal views about the subject company or companies and its or their 

securities. I also certify that no part of my compensation was / were, is / are or will be directly or indirectly, related to the 

specific recommendations or views expressed in this report / note. 

 

 
Disclaimer 
This report has been prepared by the Cinda International Research Limited. Although the information and opinions 

contained in this report have been compiled or arrived at from sources believed to be reliable, Cinda International cannot 

and does not warrant the accuracy or completeness of any such information and analysis. The report should not be 

regarded by recipients as a substitute for the exercise of their own judgment. Recipients should understand and 

comprehend the investment objectives and its related risks, and where necessary consult their own financial advisers 

prior to any investment decision. The report may contain some forward-looking estimates and forecasts derived from 

the assumptions of the future political and economic conditions with inherently unpredictable and mutable situation, so 

uncertainty may contain. Any opinions expressed in this report are subject to change without notice. The report is 

published solely for information purposes, it does not constitute any advertisement and should not be construed as an 

offer to buy or sell securities. Cinda International will not accept any liability whatsoever for any direct or consequential 

loss arising from any use of the materials contained in this report. This document is for the use of intended recipients 

only, the whole or a part of this report should not be reproduced to others. 
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