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The big story

The world’s 10 largest companies by market cap in $bn (bubble size)

O Energy e Financials « TMT © Pharma © Consumer OIndustrials

OO OO

Apple Exxon Google Berk Microsoft GE ICBC| Wal-Mart Chevron

b A

2013

2007 |

Chma M erosait Petro RD Shell AT&T [ICBC|
Exxon Moblle Chlna
Microsoft GE Exxon Wal-Mart Pfizer Citi RD Shell AIG
ol JoX X ooeo
Coca- Microsoft Exxon Merck Citi Intel Nippon Novartis
Shell Cola Docomo
1992 0 ) O O @& O O @
Exxon Nippon Wal-Mart Altria Coca- Merck Toyota P&G Bristol-
Docomo Cola Myers

Note: GS Coverage only, primary listing (ADRs not considered)

Source: Bloomberg, Datastream, Goldman Sachs Global Investment Research.
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Global

The New Top The Leadership Sector Articles &
Bra“ds 100 Issue Overviews Interviews
2 3
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LOUIS VUITTON
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Internet vs Hardware
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Tech company characteristic 1

 Semicon(ZEEE)/ Hardware(FE{4:

=), software(&x

1), internet(F 15449), solar(FPEAL). .

« Technology transition(¥;fig#E%Y)very critical
— Missing a wave implies missing a generation

 Product not easily observable
— Teardown(#ffi#)or tear down(;7i %)



Teardown or Tear down
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What is this?
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What is this?
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What is this?
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Deconstructing Apple’s Iphone 5S

Key components Back of logic board

Li-ion battery

Apple

AT
application
processor

Qualcomm
LTE
modem

Qualcomm
transceiver

Lightning
connector

I Unibody
Home button back case
and Touch ID

Front of logic board

Broadcom
Touchscreen
controller

Texas
Instruments

Hynix
Flash
memory

Apple

Qualcomm
Power
management

TriQuint

Source: iFixit

M. Weber, 20/05/2013

() REUTERS



Real homework

- s

CD3240A

Voitage booster IC Boost converter
Texas Instruments Texas Instruments

TPS61045DRB

Apple iPad Block Diagram

5GHz 2.4GHz
Wi-Fi Wi-Fi/BT

["Signal multiplexer

{ " Broadcom
| BCM5973KFBGH
Touch screen controller

adcom
BCM5974

- Lvo
———————
- [ Video muttiplexer
— NXP
CBTLOB141

USB Demultiplaxer oP—|
Texas Instrumants
TS3USB221DRCR

Cirrus Logic
Audio processor.
CLI1495B0

Application processor
Apple Ad

2Gbit Mobile DOR SDRAM
Samsung
KAX2GG643GE-JGC

I

T I
BluetoothWLAN
Combo Chip
Broadcom
BCMA320XKUBG

‘Wi-FUBT module

F-axis OIOCIrONIC COMPASS
AKM Semiconductor
AKB973

Intersil

Ambient light sensor
1SL29003IROZ-T7

| 3-axes linear accelerometor
STMicroelectronics

LIS331DLH

BGA NAND flush
Samsung
KOLCGOBUTM, x2

MU
Dislog - |
Earphone -” DA1%A ’- Powar switch
Jaok
‘ Battery pack
Linaar Chargor Uinoar Charger - Satacy gouge.
Linear Technologies | | Linear Technologies ""‘B(’J‘;L;‘;“"" od
LTC4089EUDC LTC4099EUDC =
* Li-lon battery
Monitar/Projector 3.7v 12.6WH |
TV, Composite
TV, Componant
N
BROADCOM SAMSUNG APPLE CIRRUS
BCM5973 KIPFGOBUSM A4/APLO3898 33850589 / CLI149580
Touch Screen MLC NAND Flash ~ ARM Applications Audio Codec
X P ISRAM
Controller Memory-32 GB rocessor w/S| s
- - M24128A
T Serial EEPROM - 16KB
SAMSUNG
S6T2MLCX01
Display Driver/Controller
- — STMICRO ATMEL LINEAR TECHNOLOGY
LIS331DLH AT25DF08 LTC3442
3-Axis Serial Flash Buck-Boost
Accelerometer  Memory - IMB  DC/DC Converter

m BROADCOM NXP
CD3040A1  BCM5974 CBTL06141
Touch Screen Touch Screen Display Port
Line Drive Controller Multiplexer

TS3usB221
USB Mux/De-mux

02 MICRO
White LED Driver

T
TCA6408A
/0 Expander

TECHINSIGHTS

\

APP_1A /GOSHAWKGP-AO

DIALOG
338S0805/D1815A

LINEAR TECHNOLOGY
SEMICONDUCTOR LTC4099

USB Battery Charge
Power Management Unit  Management
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Tech company characteristics 2
o |P(HIZZEHE)! Patent(EEFI))understanding

— Challenging to outsiders

 Business extremely scalable
— Scale up(IE R FR5)and scale down (45 R 5 ) fast
 Very long supply chain(jZz£##), many
layers

— Difficult to understand & many turning points...
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Isaac Newton(4-iig)

1t Law: Inertia=®» common sense
i ot

2nd Law: F=ma =» turning point
HE=EE XD R,

3rd Law: Action & Reaction Force

NEHENRITIE
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Second derivative( [z #)
- point of Inflection (5 ffEL « $35E)

S -> Displacementfri%
dS/dt -> Velocity#=
d?S/dt? > 4 Accelerationfgt or

Deceleratlon/)jg



risk-adjusted return (2 555 & & [E15)

expected value (FEHHE) TREE in mind @ (1) $5 x 70%
(2) $2 x 30%
(3) $4 x 80%
40%
(4) $1 x 20%

2 stages

24
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Beta vs Alpha

) 2 .

anan unnn nnun m&

-DE;I--- .

Tech stocks (2[4 %) more alpha,
waiting for you to explore (8=
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Common mistakes (‘& HJ<5Rk) 1

e Defects In traditional valuation methods

(B4 8 74 ELEsit)
— DCF, historical P/E, forward P/E

* Price revert to mean (M£51H)
— Range trading in the past

» Value trap ((E{E & [H)
— Low P/E, Low ex-cash P/E, Low P/B

26



Common mistakes (‘& HJ<5Rk) 2

« Asset value (BE{E1H), Capex (B4R %),

A&

Inventory value (& 17{E(H)

— Legacy product, facility, machines...

« Too local view (&R EEIR[z)
— Country view, not connecting to sector

(e & HE 57 71)

» Overlook catalyst (fg{Ef&E##) time table

27



Free Lunch (2 &4
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Homework besides

Annual Report....
Seeking Alpha“*
)
‘a > 7 e
Exhibition
Shopping

Industry report



Short selling & Short squeezing
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Investor Education Seminar Series 2012

Managing your

Financial Planning |

Tools &
Resources

Research
e-newsletters
Multimedia
Tools

Cases
Publications
Glossary
Fun cormer

Useful links

Banking & Credit Insurance Investment Retirement ife Events & You Tools & Resources

Investor Education Seminar Series 2012

Talk videos (in Cantonese)

"Prospects of property stocks in HK" - by Mr. Derek Cheung

®F‘art1 ®P3n2

"Resolving shareholder and other disputes with forensic accounting" - by Mr. Kenneth Chen

® Part 1 ® Part 2 El Presentation file (in Chinese)

"Risk management strategies" - by Mr. William Leung, BBS, J.P.

® Part 1 ® Part 2 El Presentation file (in Chinese)

"Risks of technology stocks" - by Mr. Fred Wong, CFA

®F’art1 ®F’art2

http://www.hkiec.hk/web/en/tools-and-resources/multimedia/video/investor-education-seminar-2012.htmi
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