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Investment Thesis

Onsemi is a global leading company in automotive semiconductor market with a
focus on intelligent power and sensing business. As a spin-off semiconductor division
from Motorola in 1999, Onsemi was listed on the US stock market in 2000. Since then, it
acquired several semiconductor manufacturers and established production & design
factories around the world. In 2021, Onsemi acquired GTAT, a SiC manufacturer, to
enhance its strategic layout in the SiC field. In FY2021, Onsemi achieved revenue of
USD6.74bn (+28.13% yoy) and net profit of USD1.01bn (+339.13% yoy).

Strategic transformation: Onsemi's "All in SiC" strategy highlights its ambition
towards automotive market. Onsemi's revenue includes Power Solution Division
(power), Advanced Solution Division (Analog, Mixed Signal, Logic) and Intelligent
Sensing Division (CIS), with its downstream industries covering automotive, industrial,
communications, consumer, etc. EI-Khoury became the new CEO of Onsemi in Dec 2020
and Onsemi changed its brand name & LOGO in Aug 2021, demonstrating its emphasis
on automobile. As a core growth driver in the long term, SiC gradually takes a higher
proportion in Onsemi's overall revenue. Onsemi's transition from IDM to Fab-liter also
effectively improves its profitability.

Aggressive expansion: Onsemi may enjoy the largest earnings elasticity. Since its
transformation in 2021, Onsemi's CapEx share in revenue has increased from 5% in 1Q21
to 10% in 2Q22. In Sep 2022, Onsemi completed the expansion of its SiC factory in
Roznov, Czech Republic, and expected the new factory's capacity to increase by 16x over
the next two years. For customers, Onsemi has continuously made breakthrough and is
expected to gain major customers in North America and obtain considerable order
amounts. Most investors focus on Wolfspeed, while complete relatively little research for
Onsemi. We believe Onsemi might be the biggest uncertainty in the SiC market.
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B Supply & demand balance: local manufacturers likely go through a certain period of 2022-05-02
domestic substitution given the tight short- and medium-term balance. As per Yole CGHINLER 2 5] —: M wolfspeed
statistics, Onsemi's market share of the SiC device reached 7% in 2021 and we expect the R

KT AR 40D

share to continue increasing. Market share excluding CRS was 12% and the domestic share

remains low. Thanks to high growth visibility from automobile market and emerging fields 2022-02-26

like energy storage, demand of SiC surges swiftly and we expect the market size of SiC

device to reach USD7.43bn by 2025. We believe local Chinese manufacturers will go " .
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through a certain period of domestic substitution, given supply & demand balance before
2025 remains tight.

Recommendation: 1) Zhuzhou CRRC Times Electric / Zhejiang Jingsheng Mechanical
& Electrical; 2) SICC / Sanan Optoelectronics / YOFC / Yangjie Technology / TonyTech /
Bomin Electronics / StarPower Semiconductor / Silan Microelectronics etc.

Risks: Lower-than-expected penetration rate of SiC and ramp up of new SiC factory;
intensified competition: lower-than-expected verification progress in domestic OEM.

Table 1: Company valuation (As of 11/02/2022; USD/RMB=17.3)

Market Cap Closing EPS
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PE

Ticker Company . Rating
(Rmb bn) Price (Rmb) 2021A 2022E 2023E 2021A 2022E 2023E
688187.SH CRRC Times Electric 706 61.59 1.42 1.70 1.98 43 37 32 —
300316.SZ Zhejiang Jingsheng 981 75.00 131 231  3.07 57 32 24 Buy
688234.SH SICC Co., Ltd. 509 118.54 0.23 0.24 0.37 530 502 328 —
600703.SH Sanan Optoelectronics 817 18.25 0.29 0.47 0.68 62 39 27 —
601869.SH YOFC 224 42.25 0.93 1.48 1.87 35 30 23 —
300373.SZ Yangjie Technology 267 52.20 1.50 223 2380 35 23 19 —
Source: Wind, Soochow securities (HK)
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SiC Scale: Capacity Expansion Plan

Leverage Brownfield: .
Expansion at existing sites SiC Wafer Fab Ramp

Hudson - Boule Growth " —

Capacity will expand 5X+ by 2022 200mm

Bucheon, KR - Device Fab, EPI
Capacity will expand 3X+ by 2023

- Capacity will nearly double again 2024

Capable of another 2X expansion
Roznov, CZ - Wafering and EPI
TBD, USA?
200mm SiC Plan
v/ 200mm SiC boule capability I
v/ 200mm SiC device fab capability p— -

V/ All equipment is 200mm capable 2021 2022 2023 2024 2025 2026
Wafer qualification in 2024

200mm revenue ramp in 2025
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