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Sector Update 
 
US Semiconductors 
Christopher DanelyAC, (1-415) 315-6774 
chris.b.danely@jpmorgan.com 
Shawn Webster, (1-415) 315-6723 
shawn.r.webster@jpmorgan.com 
Venk Nathamuni, (1-415) 315-6783 
venkatesh.r.nathamuni@jpmorgan.com 
(Extracted from note published on March 19; see original note 
for pricing dates) 
Entering Phase 3 of the Semi Rally, Our Manifesto on 
the Four Phases of the Rally 
We believe we are in Phase 3 of the semi rally; please see 
our note published on January 28 titled “Bear Market 
Rally Redux. Our Picks to Click and Why We Retest the 
Lows in 2H09.”  
• Improving fundamentals driving the rally. We 

believe semiconductor stocks are rallying because of 
an expected bottoming/improvement in 
fundamentals due to inventory replenishment in 
2Q09. We would note the SOX index has 
outperformed the S&P 500 by 20% since the 
beginning of the year.  

• We are now in the third of four phases of the 
rally. We believe we are in the third of the following 
four phases of the rally:  

• Phase 1: Positive data points from companies in 
Taiwan talking about “rush orders” and 
bottoming of order rates. This phase occurred 
roughly during January/February.  

• Phase 2: Positive data points from US 
semiconductor companies talking about “rush 
orders” and bottoming of order rates. Several 
companies stated during late Feb./March they 
experienced stabilization in order rates.  

• Phase 3: Raising of guidance amid longer-term 
improvement of order rates from companies in 
Taiwan. Several Taiwanese companies have raised 
guidance over the past week including TSMC, 
Compal, and MediaTek.  

• Phase 4: Raising of guidance amid longer-term 
improvement or order rates from US 
semiconductor companies. We expect this to 
happen some time during 2Q09.  

• Then rally’s over. We expect the optimism over 
higher order rates will lead to inventory builds in 
2Q09 amid an expectation for seasonal demand 

during 2H09. We believe end demand will remain 
below seasonal during 2H09 and will result in 
another leg down in inventory and utilization rates 
and estimates.  

• XLNX and ONNN likely to move the most in a 
rally. We believe Neutral-rated Xilinx and ON Semi 
are likely to have the strongest performance during 
such a rally due to superior leverage resulting from 
aggressive cost-cutting.  

• Stay away from ALTR and MXIM. We believe 
Altera and Maxim should underperform during a 
rally as we believe both of these stocks have the 
least amount of leverage in our coverage universe.  

• Within SMID semis, we favor ISIL/FCS/MRVL. 
We expect to hear positive data points on the PC 
food chain which should help ISIL, FCS, and MRVL. 
We would avoid LSI as we believe enterprise 
storage chip orders are softening.  

• Remain cautious on semis. Despite our belief in a 
short-term rally, we expect semiconductor stocks to 
go back to the lows during 2H09, hence we are not 
upgrading. In order to consider becoming bullish, we 
would need to see low inventory and stable demand. 
We believe these factors could occur some time 
during 2H09.  

 
Asia Pacific Electronics 
JJ ParkAC, (822) 758-5717 jj.park@jpmorgan.com 
Marcus Shin, (822) 758-5712 marcus.j.shin@jpmorgan.com 
(Extracted from note published on March 19; see original note 
for pricing dates) 
Display market update: 2H-March panel price 
update: Losing momentum of recent panel price 
recovery - ALERT 
• Downward pressure on large-size TV panel prices 

intact: DisplaySearch just released 2H-March panel 
prices. As we mentioned in our latest Global TFT-
LCD market report (published on March 8, 2009), 
divergence in price movement is still going on, as 
NBPC and LCD monitors are very close to or below 
the cash cost level, whereas large size LCD TV 
panels are still at profitable levels, implying further 
downside room. An analysis of cash cost and panel 
prices can be found in our global TFT-LCD market 
report’s “ASP vs. cash cost analysis” section.  

• Unclear 2Q09 demand outlook, despite improved 
shipment: In March, small-to-medium-size panel 
shipments (i.e. wide screen LCD monitor and 32-
inch and 26-inch LCD TVs) improved, maintaining 
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their February momentum, largely driven by rush 
orders from China and the US. Hence, some expect 
higher utilization rate for panel makers. We believe 
if supply discipline is maintained, the industry could 
be more balanced. In case of any increase in the 
utilization rate, especially in Taiwan, the market 
could see a significant rise in oversupply, given an 
unclear 2Q09 demand outlook.  

• Flat NBPC prices, despite a moderate demand 
recovery: According to DisplaySearch, demand for 
10.2"+ NBPC has recovered slightly in developed 
markets (NA and Western EU). However, prices 
stayed flat due to high inventory and competition 
issues in the market. Assuming an increase in 
netbook PC penetration rate, we maintain our 
conservative view on upside room for NBPC panel 
prices.  

• Trading on utilization rate and panel prices: 
Although we still believe that LGD and SEC would 
likely outperform global peers due to their strong 
customer bases as well as a favorable FX rate and 
deserve a premium over global peers, panel makers’ 
share prices will likely move along ASP changes. 
Given a potential increase in the UT rate and unclear 
end-demand, panel prices could experience 
downward pressure. Hence, we recommend that 
investors take profit on the recent strong share price 
rebound.   

 
Japan Precision Instruments 
Hisashi MoriyamaAC, (81-3) 6736-8601, 
hisashi.moriyama@jpmorgan.com 
(Extracted from note published on March 18; see original note 
for pricing dates) 
Precision Instruments Industry (Vol. 88): Update on 
January-March Trends (2) 
• Second day of company calls: We summarize 

below our findings from our second day of calls, to 
nine companies.  

• Companies whose results are likely to be in line: 
This group consists of Nikon, Tokyo Seimitsu, 
Disco, Advantest, Yokogawa Electric, Dainippon 
Screen Mfg., Tokyo Electron, and Olympus. We 
think inspection/acceptance may be postponed for 
two or three of Nikon’s immersion steppers, but 
even so, profits are unlikely to be hurt much. 
Yokogawa Electric’s overseas automation and 
control system orders have been somewhat weak and 
may be weak in FY2009 also.  

• Companies whose results are likely to be 
somewhat weak: Ushio sees some indications of a 
rebound in utilization in the LCD equipment market, 
but thinks it may take some time for the 
manufacturing cost ratio to improve and boost 
profits, owing to reduced output of UV lamps. The 
projector business (data and digital cinema 
projectors) is looking weak in January–March.  

• SPE orders still weak: SPE companies’ financials 
are generally in line with expectations, but orders are 
still trending low and flat. A key factor is likely to be 
when the current industry news flow and expressions 
of interest lead to actual deal negotiations. We think 
Intel has continued to steadily invest in equipment, 
but from now until 2H 2009, it remains to be seen 
whether TSMC places orders and when Samsung 
Electronics, Nanya, and Inotera start to invest in 
equipment for finer line widths. Orders from these 
companies will be a key factor for SPE companies’ 
FY2009 earnings, in our view.  

• LCD equipment orders have started to rebound: 
We think Tokyo Electron is likely to get several 
billion yen worth of FPD equipment orders in 
January– March, versus management’s expectation 
of none. Some LCD equipment orders have started 
to come in from China, South Korea, and Japan.   
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Company update 
 
US Internet: Expedia, Inc. (EXPE), 
US$8.16, Neutral 
Imran KhanAC, (1-212) 622-6693 imran.t.khan@jpmorgan.com 
Bridget Weishaar, (1-212) 622-5032 
bridget.a.weishaar@jpmchase.com 
Lev Polinsky, CFA, (1-212) 622-8343 
lev.x.polinsky@jpmchase.com 
Vasily Karasyov, (1-212) 622-5401 
vasily.d.karasyov@jpmorgan.com 
(Extracted from note published on March 19; prices as of 
March 18) 
Increased Competition and Pricing Wars in the US; 
Downgrading to Neutral 
• We are downgrading Expedia to Neutral from 

Overweight as we believe increased competition and 
pricing wars will cut into prior revenue streams and 
limit further market share gains. As a result, we are 
also lowering our F'09 revenue, EBITDA, and EPS 
est's. We are also reducing our Price Target to $9 
from $12.  

• We believe the recent decision to waive air 
booking fees will not result in significant 
offsetting market share gains. Unlike when 
Priceline cut its booking fees and made massive 
market share gains, no-booking fee air tickets have 
become somewhat the industry norm today. In 
addition to air suppliers and Priceline, a recent WSJ 
article suggests that Travelocity might also follow 
suit. Thus, based on PhocusWright data, we estimate 
that over 90% of the airline tickets booked online 
will now be offered on a no-fee basis.  

• We estimate that the removal of booking fees will 
result in a ~$90M decline in revenue in F’09. In 
2Q’08, management commented that air accounted 
for less than 15% of revenue. Assuming that this 
proportion has fallen to 12% given Priceline market 
share gains, and that booking fees account for one-
third of the revenue, we are lowering our F'09 
revenue est. by $91M. Although, this promotion has 
only been offered through May 31st, we think it is 
likely to become a permanent change and our 
assumptions reflect this. As mentioned above, we 
now find it unlikely that this program will result in 
market share gains to offset this decline.  

• Progress has not been seen in int’l markets. 
Despite significant investment in increasing int’l 
hotel inventory and the acquisition of Venere, we 
have not seen any increase in market share in Europe. 
In fact, PhoCusWright data suggests Expedia’s 
market share was roughly flat in Europe in 2007, vs. 
a 3 percentage point gain by Priceline. This trend 

does not seem to be turning as Expedia reported only 
18% Y/Y growth in European gross bookings vs. 
Priceline's 61% growth in int'l gross bookings.  

• Lowering our Price Target and Downgrading to 
Neutral. EXPE is trading at 5.2x our F’09E 
EV/EBITDA vs. the peer group ave. of 7.3x. We 
think this valuation accurately reflects the cyclical 
challenges the company faces in addition to new 
pricing pressure in the industry. Given our lowered 
EBIT expectations, we are reducing the price target 
to $9 from $12. As we think other stocks in our 
coverage universe provide better upside potential, 
we are downgrading EXPE to Neutral.  

 
US Computer Services & IT Consulting: 
Cardtronics, Inc (CATM), US$1.38, 
Neutral 
Reginald L. Smith, CFAAC, (1-212) 622-6743 
reginald.l.smith@jpmorgan.com 
Tien-tsin Huang, CFA, (1-212) 622-6632 
tien-tsin.huang@jpmorgan.com 
(Extracted from note published on March 18; prices as of 
March 18) 
Announces CEO Departure – ALERT 
• This morning Cardtronics announced that Jack 

Antonini, the company’s CEO, left the company and 
its board of directors effective March 17, 2009. Fred 
Lummis, chairman of the board, has agreed to serve 
as interim CEO while the board conducts a formal 
search for a permanent successor.  

• Surprise Announcement, But Should Not Impact 
Day-to-Day Operations. The announcement was a 
surprise, but we do not believe the departure signals 
any ethical or financial issues at the company and 
anticipate minimal operational hiccups, as we 
believe Michael Clinard, president of Global 
Services, and Rick Updyke, president of Global 
Development, will remain heavily involved with the 
day-to-day operations of the company. We note 
Chris Brewster will remain CFO.  

• As noted in the release, Antonini oversaw several 
key acquisitions, which transitioned Cardtronics 
from a small private company to the largest nonbank 
ATM operator in the world. The company’s IPO 
took place in late 2007. We think the company could 
explore candidates with international/emerging 
market business development experience as it looks 
to enhance its strategy and grow the business.   
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US Computer Services & IT Consulting: 
Automatic Data Processing (ADP), 
US$36.63, Overweight 
Tien-tsin Huang, CFAAC, (1-212) 622-6632,  
tien-tsin.huang@jpmorgan.com 
David E Cohen, CFA, (1-212) 622-5338, 
david.e.cohen@jpmorgan.com 
(Extracted from note published on March 18; prices as of 
March 17) 
Analyst Day Preview - Expect Mgmt to Remain 
Comfortable with 09 Outlook & Durability of Model 
• ADP will host its annual analyst conference on 

March 25 in NYC (PAYX reports F3Q09 results that 
night after the close). We remain Overweight ADP 
shares going into the event. We expect the tone to be 
reasonably upbeat considering the tough macro 
backdrop, and anticipate management will 
emphasize the durability of ADP’s business. While 
we don’t expect that the macro headwinds have 
moderated, we do expect management to remain 
confident in ADP’s business model and the outlook 
for producing above-market results.  

• Expect management confidence and maintained 
guidance. We are comfortable recommending that 
investors own the stock into the Analyst Conference 
as (1) we believe market expectations remain low 
and (2) we expect no major change in tone. 
Specifically, we expect mgmt to maintain FY09 
guidance (2-3% Rev growth and 10-14% EPS 
growth vs. cons of 2.2% Rev growth and 9.6% EPS 
growth) as we think fiscal QTD is tracking at least in 
line with the plan.  

• Watching the revenue waterfall at work; should 
help alleviate contraction concerns. We expect 
mgmt to review the revenue waterfall for Employer 
Services and PEO. We don’t expect mgmt to give 
point guidance for FY10 ES revenue growth, but we 
do expect to get some clarity on the potential range 
of outcomes for some key inputs (e.g., new sales, 
retention, pricing) and we remain confident that 
FY10 ES growth should be positive (JPM at 3% for 
FY10). The important takeaway is that the key 
drivers of revenue growth are new sales (bookings) 
and retention. While new sales growth is expected to 
be down in FY09 and could be soft again in FY10, 
new sales are still additive to revenues. With 
retention, not all retention is within ADP’s control – 
business closures will be a drag but we expect mgmt 
to indicate that retention appears unlikely to track 
worse than 100 bps.  

• Deep dive into float management. Last year, ADP 
took investors through a detailed review of its float 

investment strategy which, in part, involves using 
CP borrowing to offset some of ADP’s short-term 
investment exposure to falling interest rates. We 
expect another review of the strategy with an 
emphasis on conservatism and prudence. We believe 
~20% of the L-T portion of the portfolio is up for 
reinvestment annually. Assuming funds are 
reinvested in agency paper at about 2.5%, we 
estimate that net float-related income will contribute 
about $0.03 less to EPS in FY10 than in FY09. We 
forecast a 3.8% interest rate on float for FY10.   

 
US Software: Oracle Corp. (ORCL), 
US$15.83, Overweight 
John DiFucciAC, (1-212) 622-2341 
john.s.difucci@jpmorgan.com 
Sandeep Madhur, (1-212) 622-5612 
sandeep.x.madhur@jpmchase.com 
David Hafner, (1-212) 622-4071 david.l.hafner@jpmorgan.com 
(Extracted from note published on March 19; prices as of 
March 18) 
All Boxes Checked 
Oracle reported impressive results in the face of the 
obvious (a deteriorating macro backdrop and increasingly 
negative currency effects since guidance was given) and 
the expected (resulting demand softness in both its 
applications and infrastructure software businesses).  
• All boxes checked. ORCL did everything it needed 

to and more in regards to what we believe most were 
looking for: 1) license was better than most expected, 
2) maintenance grew nicely, both year-over-year and 
sequentially, and 3) the bottom line was solid. 
Strong cash flow was up 17%.  

• Strong Feb-Q. Non-GAAP EPS was $0.35 (with 
$0.01 from a one-time tax benefit) on license of 
$1.52B (-6%, +3% cc) and total revenue of $5.45B 
(+2%, +11% cc), versus consensus of $0.32, about 
$1.45B, and $5.46B. The results are probably even 
better than appears, since we believe most investors 
expected results below the official estimates.  

• Prudent (and conservative) guidance. We believe 
that guidance assumes close rates at the low end of 
the range experienced for the F4Qs over the last ten 
years. Even with this assumption, guidance was 
probably better than what the collective investor 
base was looking for. We’re reducing our estimates 
to come in line with guidance.  

• In a time of dividend cuts, ORCL announces a 
new dividend that reflects its confidence in the 
sustainability of its free cash flow. We view this as a 
very strong statement, in stark contrast to the 
announced dividend cuts by what have historically 
been stalwart institutions. We do not believe that this 
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will restrict Oracle’s ability to continue its strategic 
acquisition strategy at appropriate prices.  

• Derivative effects. While we do NOT view ORCL 
as a good gauge on the software sector, we do 
believe the stocks in the space will benefit for at 
least the short term from ORCL’s results, given its 
position as the second largest pure software 
company in the world.  

• Reiterate Overweight and $23 price target based 
on our DCF.   

 
South Korea Consumer Electronics: LG 
Electronics (066570.KS), W88,800, 
Underweight 
JJ ParkAC, (822) 758-5717, jj.park@jpmorgan.com 
Marcus Shin, (822) 758-5712, marcus.j.shin@jpmorgan.com 
(Extracted from note published on March 19; prices as of 
March 18) 
Better 1Q09 outlook should lead to short-term share 
price rebound; handset margins to contract in 2Q09 
• Mid-term update: We expect LGE’s 1Q09 earnings 

to be in line with revised-up consensus estimates, 
largely driven by a favorable FX rate and lower 
costs. Similar to Samsung Electronics, the upside 
surprise should be driven by its handset margin. 
However, we believe that the expected improvement 
in its handset margin will not be sustainable given 
potential Won weakness, normalized marketing 
costs, and increasing competition. Of note, LGE’s 
share price is highly correlated to its handset OP 
margin (Figure 2).  

• We expect profitless growth in flat panel TV 
segment: LGE’s LCD TV market share in the US 
increased to 9% in Feb-09 from 6% in Feb- 08. 
Despite the meaningful market share gain, its 
earnings contribution will likely remain low due to 
severe price competition in the FP TV market. Due 
to the ongoing losses in the PDP module business, 
we expect LGE’s display division to report a loss 
throughout 2009.  

• Apple could become a serious competitor for 
LGE’s high-end handsets: Apple launched its new 
iPhone OS 3.0 with 100 new features for consumers. 
Due to the relatively high price points, the iPhone’s 
impact on Korean handset makers has not been 
significant so far. Given 800 million downloads of 
iPhone apps and potential price cuts from lower 
component costs, however, Apple could become a 
serious competitor in the high-end handset market. 
High-end handsets account for 50%+ of LGE’s total 
OP.  

• We expect the stock to remain resilient only in the 
short term: Due to the better-than-expected 1Q09 
earnings outlook and a series of earnings estimate 
and PT increases by the Street, the stock should be 
resilient in the near term. However, given the lack of 
earnings momentum (Y/Y decline), potential Won 
appreciation, and demanding valuations, we 
recommend that investors sell into strength. In line 
with our earnings estimate changes, we raise our 
P/BV-based, Dec-09 PT to W74,000 (1.5x 12-month 
forward book) and maintain our UW rating on the 
stock.    

 
Japan Industrial Electronics: Toshiba 
(6502), ¥258, Neutral 
Yoshiharu IzumiAC, (81-3) 6736-8637 
yoshiharu.izumi@jpmorgan.com 
Masashi Hayami, (81-3) 6736-8606 
masashi.x.hayami@jpmorgan.com 
(Extracted from note published on March 19; prices as of 
March 18) 
Company Names New CEO 
• Vice President Norio Sasaki tapped as new CEO: 

Toshiba announced on March 18 that Vice President 
Norio Sasaki will become the company’s next CEO. 
Sasaki will be appointed officially by the board of 
directors following the company’s general 
shareholders’ meeting in June. Current CEO 
Atsutoshi Nishida will become chairman of the 
board. Sasaki spearheaded Toshiba’s acquisition of 
Westinghouse in 2006 and currently heads up the 
social infrastructure business group.  

• We view the move positively: We view this as a 
positive development, mainly for the following 
reasons: (1) we think the promotion of Sasaki, who 
has been in charge of Toshiba’s nuclear power 
business for many years, will help accelerate the 
growth pace of the core nuclear power business; (2) 
Sasaki is only 59 years of age, 10 years younger than 
Hitachi’s new CEO; (3) current CEO Atsutoshi 
Nishida, who has promoted a strategy of business 
selection and concentration at Toshiba, will continue 
to be involved in management as chairman of the 
board of directors; and (4) if Toshiba were to request 
an injection of public funds from the government, its 
position would probably be strengthened by the fact 
that its new CEO has an extensive background in the 
nuclear power business.  

• We reaffirm Neutral rating: We maintain our view 
that concerns about equity financing risk and the 
possibility of a slow earnings recovery will continue 
to counterbalance optimism about Toshiba’s 
restructuring of its semiconductor business and 
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growth potential in the SSD and nuclear power 
businesses. Our December 2009 price target remains 
¥250. This corresponds to a P/B of 1.7x on our 
FY2009 BPS forecast, reflecting a 0.7-point 
premium over the sector average. This premium 
accounts for the longer-term growth potential of the 
nuclear power and NAND flash memory businesses. 
Risks that could keep the stock from falling to our 
price target include sharp recoveries in NAND flash 
memory prices and the system LSI market.  

 
Japan Precision Instruments: FUJIFILM 
Holdings (4901), ¥2,055, Overweight 
Hisashi MoriyamaAC, (81-3) 6736-8601, 
hisashi.moriyama@jpmorgan.com 
(Extracted from note published on March 19; prices as of 
March 18) 
Upgrade to Overweight: Risk of Severe Damage to 
Net Assets Has Abated 
• January-March conditions  

On the whole, conditions appear to be in line with 
our outlook. While trends for individual products 
show signs of strength and weakness, the marked 
recovery in electronic materials for LCD panels is 
particularly encouraging. The company has scaled 
back production in the quarter to reduce inventories, 
but rising operating rates at panel makers may have 
hastened those adjustments more quickly than the 
company expected.  

• Structural reform gives insight to level of net 
asset damage  
Our previous Underweight rating on Fujifilm was 
based on (1) a perceived significant downside risk to 
electronic materials, and (2) concerns about damage 
to net assets from asset impairments in imaging-
related businesses. In light of current conditions, we 
think the first issue is now being resolved. We also 
have a good reading on the level of net assets after 
impairment write-offs, which had been unclear until 
recently. Fujifilm had net assets of ¥1,798.6 billion 
as of end- 3Q and we determined that, even if we 
factor in our FY2009 operating loss forecast of ¥150 
billion, net assets will reach a bottom of around 
¥1,603 billion. This is because even if more than half 
of the roughly ¥90 billion in fixed assets in imaging-
related businesses (mainly color paper) is written off, 
we expect net assets to fall within the range we 
forecast.  

• Raising our price target to ¥2,800 (from ¥1,600)  
We raise our price target from ¥1,600 to ¥2,800, 
which corresponds to a P/B of 0.85x on our FY2009 
BPS forecast. This is a 0.15-point discount to the 

sectoraverage P/B of 1.0x because we project an 
operating loss for FY2009.  

• Upgrading our rating to Overweight from 
Underweight  
We raise our rating to Overweight from 
Underweight because our price target implies upside 
potential of 36% from the current level. The risk of 
not knowing the extent to which net asset value will 
ultimately be impaired that was behind our 
Underweight rating should be cleared up upon the 
scheduled release of FY2008 results on April 30, 
after which we expect the stock’s valuation (P/B) to 
recover as the risks that caused the stock to trade at a 
discount are resolved. We extend our price target 
timeframe out to one year, from September 2009 to 
March 2010. Risks to our price target include a rapid 
rise in the value of the yen and a further marked 
slowdown in the economy.   

 
Japan Precision Instruments: Casio 
Computer (6952), ¥740, Neutral 
Hisashi MoriyamaAC, (81-3) 6736-8601, 
hisashi.moriyama@jpmorgan.com 
(Extracted from note published on March 19; prices as of 
March 18) 
Guidance Lowered to Reflect Declining Digital 
Camera Pricing and Impairment Losses 
• Guidance lowered: Casio Computer lowered 

guidance on March 18. It now expects to post a net 
loss of ¥23.0 billion in FY2008 as a result of 
declining digital camera prices and recognition of 
impairment losses. We think this comes as a 
negative surprise in the short term. New guidance 
cuts projected sales from ¥540.0 billion to ¥520.0 
billion, operating profit from ¥14.0 billion to ¥4.0 
billion, recurring profit from ¥8.0 billion to a loss of 
¥2.0 billion, and net profit from ¥1.5 billion to a loss 
of ¥23.0 billion.  

• We expect spending on structural improvements 
now to lower the breakeven point in FY2009: 
Casio is looking to lower its breakeven point from 
FY2009 onwards by recognizing in FY2008 
impairment losses on fixed assets & asset write-offs 
of about ¥10 billion, as well as non-recurring 
depreciation of about ¥10 billion on the mobile 
phone business. We look for earnings to improve 
again once the benefits of new models of digital 
cameras and mobile phones start to come through.  

• Maintain Neutral rating, ¥600 price target: We 
will review our estimates after checking details with 
the company. We continue to base our March 2010 
price target on a P/B multiple of 0.8x on our FY2009 
BPS forecast, awarding a 0.1pt premium to the 
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consumer electronics sector average of 0.7x in 
recognition of the potential of new digital camera 
models. Upside risks to our price target include a 
recovery in the mobile phone and digital camera 
markets and inventory adjustment trends.   

 
Japan Precision Instruments: HOYA 
(7741), ¥1,999, Overweight 
Hisashi MoriyamaAC, (81-3) 6736-8601, 
hisashi.moriyama@jpmorgan.com 
(Extracted from note published on March 19; prices as of 
March 18) 
Suspension of Talks with Showa Denko to Merge 
Hard Disk Media-Related Businesses Should Have 
Neutral Impact 
• Reason talks with Showa Denko to merge hard 

disk media-related businesses were suspended: 
After reaching a basic agreement in September last 
year, the two companies have decided that the 
sudden deterioration in economic conditions and 
increasingly bleak outlook for the sector made it 
difficult to establish a joint venture as originally 
planned. We think Hoya came to the conclusion that 
the merger benefits it had initially anticipated would 
not materialize. With the downturn in the 
macroeconomy eroding demand for HDDs and 
Showa Denko announcing a merger with Fujitsu, the 
scenario that Hoya had originally drawn up was 
ever-changing, and we think this also influenced its 
decision.  

• No impact on earnings: Hoya said the decision to 
abort the merger would not affect its earnings 
outlook for FY2008, as it had not factored the 
impact into its estimates.  

• Reiterating Overweight rating and ¥2,600 price 
target: Our price target corresponds to a P/E of 
35.6x on our FY2009 EPS forecast. This represents a 
3.3-point premium to the 32.3x P/E average (on our 
FY2009 forecasts) for the nine precision instruments 
companies we cover. This premium reflects three 
key factors: (1) we expect Hoya to post an operating 
profit in FY2009 thanks in part to recent 
improvements to its earnings structure; (2) we expect 
FY2009 operating profit to decline by just 32.2%, 
far less than the 92.7% average decline we forecast 
for the sector; and (3) the company’s balance sheet is 
healthy, with ¥31.1 billion in net cash at end-3Q. 
Additionally, we expect the company to boost its 
share of the endoscope market. The time horizon for 
our price target remains January 2010. Risks to our 
price target include a further slowdown in the 
economy and yen appreciation.   

 
Japan Precision Instruments: 
DAINIPPON SCREEN MFG. (7735), ¥161, 
Overweight 
Hisashi MoriyamaAC, (81-3) 6736-8601, 
hisashi.moriyama@jpmorgan.com 
(Extracted from note published on March 19; prices as of 
March 18) 
Upgrade to Overweight: Light at the End of the 
Tunnel 
• Funding problems resolved: DNS completed ¥15.0 

billion in short and long-term financing on February 
9 in line with its 3Q results announcement and 
another ¥10.5 billion so far in 4Q. It will also 
establish a ¥30 billion line of credit in April via a 
syndicate loan from main bank Bank of Tokyo-
Mitsubishi UFJ and major regional banks ahead of 
¥15 billion in bond redemptions this September. We 
accordingly think it has the funds it needs to 
continue operations and now see very little going-
concern risk.  

• Restructuring plan could enhance profitability: 
DNS held a presentation on the management 
environment on February 27 at which it revised 
down FY2008 guidance (to a net loss of ¥38 billion 
from a net loss of ¥4 billion) and unveiled a 
restructuring project aimed at lifting profitability 
through FY2010. The plan includes ¥40 billion in 
cost reductions over the next two years aimed at 
lowering the breakeven point to ¥150 billion in sales 
from the current ¥225 billion.  

• Rising market share in cleaning equipment; 
strong in basic technologies: DNS is the global 
market leader in semiconductor cleaning equipment, 
which we expect will become increasingly important 
in line with further chip miniaturization. The 
company will announce its 2008 market share in 
singlewafer cleaning equipment next month, and we 
think this could show a 10ppt improvement. We 
think DNS also has growth potential in product areas 
with longer-term promise. These include digital ink 
jet printers geared toward the printing machine 
market's migration to digital (the company has a 
long history in printing technology) and 
manufacturing systems for organic EL displays.  

• Price target and rating: We lower our price target 
to ¥210 from ¥250 but raise our rating from Neutral 
to Overweight. As noted above, DNS has a solid 
relationship with financial institutions. Our new 
price target roughly equals our FY2009 BPS forecast 
(the sector’s average P/B is 1x) and still applies 
through March 2010. Risks to our price target 
include a failure to pursue radical production 
reforms aimed at lifting profitability.  
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Telecom Services 
Sector update 
 
South Korea Wireline 
Services/Incumbents 
Angela HongAC, (82-2) 758-5719, 
angela.s.hong@jpmorgan.com 
Tim Storey, (852) 2800-8563, tim.storey@jpmorgan.com 
Sungrok Hwang, (82-2) 758 5710, 
steve.sr.hwang@jpmorgan.com 
(Extracted from note published on March 18; see original note 
for pricing dates) 
Korean telecom: KCC's approval of the KT-KTF 
merger - ALERT 
• No surprise on the conditions granted by KCC: 

The regulator approved the KT-KTF merger, on the 
condition that K; 1) helps improve competitors’ 
accessibility to KT's essential network facilities such 
as telephone poles and ducts; 2) amends the process 
of VoIP number portability; and 3) opens wireless 
internet platform to external websites. A strict 
mandate to separate the essential network facilities 
and/or to heavily invest in WiBro was not included 
in the condition.    

Click here for the full report 
 

 
India Telecom 
Manoj Singla, CFAAC, (91-22) 6639-3017/(44-20) 7325-1191 
manoj.singla@jpmorgan.com 
Rumit Dugar, (91-22) 6639 3015 
rumit.x.dugar@jpmorgan.com 
Tim Storey, (852) 2800-8563 tim.storey@jpmorgan.com 
(Extracted from note published on March 19; see original note 
for pricing dates) 
Competitive intensity continues to increase – Maxis 
commits $10bn for Aircel expansion, some Greenfield 
operators getting their act together – ALERT 
• Aircel, one of the regional operators in India, 

announced recently that they are expanding 
operations and will extend coverage to 18 circles 
by April 2009. Aircel is an existing modest-sized 
operator with operations in 14 circles (out of a total 
of 22 circles) and 17 million subscribers as of Feb-
09. Aircel launched Kerala and Karnataka in Feb- 
09 and has recently launched its services in 
Andhra Pradesh and Delhi. 

Click here for the full report 
 

https://mm.jpmorgan.com/servlet/UserDocsHelperServlet?action=openpdf&docId=GPS-276399-0
https://mm.jpmorgan.com/servlet/UserDocsHelperServlet?action=openpdf&docId=GPS-276557-0
https://mm.jpmorgan.com/servlet/UserDocsHelperServlet?action=openpdf&docId=GPS-276557-0
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Company update 
 
US Telecom Services: Level 3 
Communications, Inc. (LVLT), US$0.67, 
Underweight 
Mike McCormack, CFAAC, (1-212) 622-1442 
michael.mccormack@jpmorgan.com 
Scott Goldman, (1-212) 622-2664 
scott.goldman@jpmorgan.com 
Manish Jain, (1-212) 622-8692 manish.x.jain@jpmchase.com 
(Extracted from note published on March 19; prices as of 
March 18) 
Takeaways from Management Meeting 
• Economy causing customers to defer purchasing 

decisions. Management expects revenue in its 
Wholesale and Content groups to be impacted in 
1H09 as customers continue to take longer to make 
purchasing decisions. Customers are opting to run 
their networks “hotter”, suggesting customer 
willingness to modestly sacrifice network quality to 
preserve capital. However, the company maintains 
that the overall demand funnel remains strong.   

Click here for the full report 
 

 
US Telecom Services: tw telecom inc. 
(TWTC), US$8.24, Neutral 
Mike McCormack, CFAAC, (1-212) 622-1442 
michael.mccormack@jpmorgan.com 
Scott Goldman, (1-212) 622-2664 
scott.goldman@jpmorgan.com 
Manish Jain, (1-212) 622-8692 manish.x.jain@jpmchase.com 
(Extracted from note published on March 19; prices as of 
March 18) 
Takeaways from Management Meeting 
• Economy causing delayed decision-making. tw 

telecom has seen customers deciding to push back 
purchasing decisions in light of macro concerns. In 
addition, some customers are choosing to purchase 
less bandwidth today, despite an expectation that 
they will need additional capacity down the line. 
Management noted that it has a full pipeline of 
demand, but it is likely that some of that demand 
will not result in revenue in the near term.  

Click here for the full report 
 

 
US Telecom Services: Qwest 
Communications (Q), US$3.50, Neutral 
Mike McCormack, CFAAC, (1-212) 622-1442 
michael.mccormack@jpmorgan.com 
Scott Goldman, (1-212) 622-2664 
scott.goldman@jpmorgan.com 
Manish Jain, (1-212) 622-8692 manish.x.jain@jpmchase.com 
(Extracted from note published on March 19; prices as of 
March 18) 
Takeaways from Management Meeting 
• Focusing on business market churn. Management 

noted that the impact of the economy has not abated 
as the size of deals has become smaller and 
decisionmaking has slowed. In addition, 
bankruptcies, particularly among smaller customers, 
have increased. However, management has placed 
more focus on controllable churn, putting more 
emphasis on retention rather than just new business 
opportunities. Business Market churn is 
approximately 3-4%.   

Click here for the full report 
 

 
Europe Telecom Services: Virgin Media 
(VMED), $4.82, Overweight 
Jerry DellisAC, (44-20) 7325-5534 
jeremy.a.dellis@jpmorgan.com 
Akhil Dattani, (44-20) 7325-6337 akhil.dattani@jpmorgan.com 
(Extracted from note published on March 19; prices as of 
March 17) 
5 catalysts for the next 3-6 months 
• We maintain our OW rating, but raise our Dec-09E 

TP to $10.0 (from $7.4), now offering 107% upside. 
At TP, VMED would trade on 4.7x EV/EBITDA in 
Dec-10E, in-line with the Telco sector average. We 
believe that VMED merits a sector average rating. 
Recent results demonstrate strong recession 
resilience, something likely to be sustained by 
pricing power and increasing product differentiation. 
Exaggerated concerns about credit default risk 
should ease, in our view, as VMED starts to 
refinance 2012 maturities this year.  

Click here for the full report 
 

https://mm.jpmorgan.com/servlet/UserDocsHelperServlet?action=openpdf&docId=GPS-276572-0
https://mm.jpmorgan.com/servlet/UserDocsHelperServlet?action=openpdf&docId=GPS-276572-0
https://mm.jpmorgan.com/servlet/UserDocsHelperServlet?action=openpdf&docId=GPS-276569-0
https://mm.jpmorgan.com/servlet/UserDocsHelperServlet?action=openpdf&docId=GPS-276569-0
https://mm.jpmorgan.com/servlet/UserDocsHelperServlet?action=openpdf&docId=GPS-276564-0
https://mm.jpmorgan.com/servlet/UserDocsHelperServlet?action=openpdf&docId=GPS-276564-0
https://mm.jpmorgan.com/servlet/UserDocsHelperServlet?action=openpdf&docId=GPS-276503-0
https://mm.jpmorgan.com/servlet/UserDocsHelperServlet?action=openpdf&docId=GPS-276503-0
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Europe Telecom Services, Alternative 
Carriers/Emerging Wireline: Versatel 
(VTWGn.DE), €6.11, Neutral 
Hannes WittigAC, (44-20) 7325-8310 
hannes.c.wittig@jpmorgan.com 
Daniel Morris, (44-20) 7325-9788 
daniel.x.morris@jpmorgan.com 
(Extracted from note published on March 19; prices as of 
March 18) 
Q4 results justify recent sell-off – ALERT 
• Q4 results and 2009 guidance are weak, however the 

company expects to generate at least €40m of free 
cash flow in 2009, which is in line with our current 
forecasts and should keep the company afloat while 
the market consolidates. The stock underperformed 
materially ahead of these disappointing results.  

Click here for the full report 
 

 
China Wireless Services: China Mobile 
Ltd (0941.HK), HK$66.60 (intraday), 
Neutral 
Jimmy CheongAC, (852) 2800-8566 
jimmy.j.cheong@jpmorgan.com 
Tim Storey, (852) 2800-8563 tim.storey@jpmorgan.com 
(Extracted from note published on March 19; prices as of 
March 19) 
FY08 result first cut: slightly more negatives than 
positives – ALERT 
• FY08 result first cut. China Mobile reported net 

profit of Rmb112.95bn up 30% y/y, 1.5% below our 
estimate of Rmb114.6bn. The result was in-line with 
the Bloomberg consensus estimate of Rmb112.7bn. 
The result was principally driven by a strong top-line 
(sub growth) and a lower corporate tax rate versus 
last year. If we look to normalize out the impact of 
lower corporate tax rate, pre-tax profit rose 16% y/y. 
At the financial level, the result was generally inline 
however there were slightly more negatives than 
positives at the operating level.   

Click here for the full report 
 

 
Malaysia Wireless Services: DiGi.Com 
(DSOM.KL), M$21.00, Overweight 
Luis A HiladoAC, (65) 6882-2342, luis.a.hilado@jpmorgan.com 
Gena U Chua, (63-2) 878-1172, gena.v.chua@jpmorgan.com 
Chris Oh, CFA, (60-3) 2270-4728, chris.ch.oh@jpmorgan.com 
Tim Storey, (852) 2800-8563, tim.storey@jpmorgan.com 
(Extracted from note published on March 18; prices as of 
March 17) 
Key takeaways from management: On a firm capital 
management path 
• We met with Digi officials recently to discuss capital 

management sustainability and any tell tale signs of 
foreign worker repatriation impact. We came away 
maintaining our previous outlook. Overweight 
maintained.    

Click here for the full report 
 

 
Malaysia Wireline Services/Incumbents: 
Telekom Malaysia (TLMM.KL), M$3.52, 
Neutral 
Luis A HiladoAC, (65) 6882-2342, luis.a.hilado@jpmorgan.com 
Gena U Chua, (63-2) 878-1172, gena.v.chua@jpmorgan.com 
Chris Oh, CFA, (60-3) 2270-4728, chris.ch.oh@jpmorgan.com 
Tim Storey, (852) 2800-8563, tim.storey@jpmorgan.com 
(Extracted from note published on March 18; prices as of 
March 18) 
Key takeaways from management: Additional capital 
management buffers 
• We met with TM officials recently to discuss capital 

management sustainability and risks and the high 
speed broadband (HSBB) project.    

Click here for the full report 
 

 

 

https://mm.jpmorgan.com/servlet/PubServlet?skey=R1BTLTI3NjYwNi0w&Name=GPS-276606-0.pdf
https://mm.jpmorgan.com/servlet/PubServlet?skey=R1BTLTI3NjYwNi0w&Name=GPS-276606-0.pdf
https://mm.jpmorgan.com/servlet/PubServlet?skey=R1BTLTI3NjYxNC0w&Name=GPS-276614-0.pdf
https://mm.jpmorgan.com/servlet/PubServlet?skey=R1BTLTI3NjYxNC0w&Name=GPS-276614-0.pdf
https://mm.jpmorgan.com/servlet/UserDocsHelperServlet?action=openpdf&docId=GPS-276311-0
https://mm.jpmorgan.com/servlet/UserDocsHelperServlet?action=openpdf&docId=GPS-276313-0
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Calendar of Events 
Mar 09     

2 3 4 5 6 
NORTEL NETWORKS: earnings 
ROXBORO GROUP: earnings 

TECH DATA CORP: earnings 
ADC TELECOM INC: earnings 
 

Semtech Corp: earnings CIENA CORP: earnings 
US Factory Orders (January) 

FOXCONN INTL HLD: earnings 

9 10 11 12 13 
 THOMSON (EX-TMM): earnings Laird Group: earnings US Retail Sales (February) Snapshot  to be published 

16 17 18 19 20 
 BenQ: earnings  ZTE: earnings Snapshot  to be published 

23 24 25 26 27 
 JABIL CIRCUIT: earnings TCL Multimedia: earnings 

Advanced Semi: earnings 
Solomon Systech: earnings 
US Durable Goods (February) 

Fittech Intl Group: earnings 
Smart Modular: earnings 
Synnex Corp: earnings 

Snapshot  to be published 

Source: Bloomberg, Street Events, Companies, J.P. Morgan. Note: some of the dates can be estimates, and subject to change. 

All prices are as of the previous day’s close unless otherwise indicated. 

This document consists of excerpts from recently published research. For additional information on each stock’s investment 
thesis, including valuation methodology and risks to price targets, please contact your salesperson, the covering analyst's 
team, or www.morganmarkets.com. 

 

http://www.morganmarkets.com/
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Key Statistics 
Table 1: DRAM / NAND Flash prices 

Note: * - from 1H Mar  (DRAMeXchange) 
         # - from 1H Mar  (inSpectrum) 
        eTT Prices as of 18Mar-09 

 

  TW: 18Mar-09 
   Price Change (d/d) Change (m/m) Change (y/y) 
  Item  (US$) (%) (%) (%) 

1Gb DDR2 DDR2 128x8 667Mhz 0.80 0.0  (14.0) (58.8) 
(Taiwan) 667Mhz Contract Price 1H Mar (DRAMeXchange) 0.88 0.00 *   
  667Mhz Contract Price 1H Mar (inSpectrum) 0.80 (1.23) #      
1Gb DDR2 eTT Price (Spot) 0.84 0.0  (10.6) (50.3) 
512Mb DDR2 DDR2 64x8 667Mhz 0.40 0.00  (16.7) (57.0) 
(Taiwan) 667Mhz Contract Price 1H Mar (DRAMeXchange) 0.41 0.00 *   
  667Mhz Contract Price 1H Mar (inSpectrum) 0.72 (1.37) #      
512Mb DDR2 eTT Price (Spot) 0.47 0.0  (16.1) (43.4) 
NAND Flash 16G 2Gx8 (MLC) 3.55 0.3  6.9  (28.6) 
(Taiwan) 8G 1024Mx8 (MLC) 3.07 (0.3) 7.3  19.5  
  4G 512Mx8 (MLC) 1.60 (0.6) 10.3  (15.8) 

Table 2: Indices 
    % chg in index
Price Index Last 1 day 1 mth 12 mths
MSCI World Tech HW/Eqp. Index 56.4 1.2 3.2 -38.6
MSCI USA Tech HW/Eqp Index 57.9 1.5 2.4 -34.1
MSCI Euro Tech HW/Eqp Index 48.5 2.1 2.6 -64.6
MSCI Europe Tech HW/Eqp Index 42.7 1.3 4.6 -54.1
S&P Europe 350 Tech HW/Eqp Index 731.7 1.0 4.8 -54.4
S&P Global 1200 Tech HW/Eqp Index 967.2 1.7 4.0 -37.8
NASDAQ 1,491.2 2.0 1.6 -34.3
S&P 500 794.4 2.1 0.8 -40.3
Philadelphia Semiconductor  228.5 3.4 10.5 -34.7
Source: Datastream, J.P. Morgan. 

Table 3: Top Movers

Source: Datastream.  

RIC Price 1 day % chg
Top Gainers
SUN MICROSYSTEMS JAVA 8.89 78.9%
POWER - ONE PWER 0.68 41.7%
INFINEON TECHNOLOGIES IFXGn.DE 0.641 19.1%
QUANTUM QTM 0.45 15.4%
MATTSON TECHNOLOGY MTSN 0.73 12.3%
Top Losers  
CHARTERED SEMICON.ADR 1:10 CHRT 0.61 -10.3%
KEMET KEM 0.12 -7.7%
PHILIPS ELTN.KONINKLIJKE PHG.AS 11.83 -2.8%
HEWLETT - PACKARD HPQ 28.99 -2.6%
SPIRENT COMMUNICATIONS SPT.L  48.5 -2.5%



 
 

 14 

Global Equity Research 
19 March 2009

Bhavin Shah 
(852) 2800-8538 
bhavin.a.shah@jpmorgan.com 

Tech news roundup 
Worldwide Sources 
1) Touch panel makers to increase supply to China 

market in 2H09(Digitimes) 
• Several Taiwan-based touchscreen makers, including 

Young Fast Optoelectronics and Emerging Display 
Technologies (EDT), are expected to see their 
shipment volume to the China white-box handset 
market increase significantly in the second half of 
the year, according to market sources.  

• http://www.digitimes.com/news/a20090319PD215.html 
2) Taiwan market: CHT to acquire 30% stake in So-net 

Entertainment subsidiary(Digitimes) 
• Chunghwa Telecom (CHT) on March 18 signed with 

So-net Entertainment Taiwan to take an about 30% 
stake in the subsidiary of So-net Entertainment 
Corporation under the Sony Group, according to 
CHT.  

• http://www.digitimes.com/news/a20090319PD204.html 
3) Samsung and LGE reportedly placing handset rush 

orders(Digitimes) 
• First-tier handset vendors Samsung Electronics and 

LG Electronics (LGE) have been placing rush orders 
with Taiwan ODM handset makers and handset 
component suppliers, according to industry sources.  

• http://www.digitimes.com/news/a20090319PD208.html 
4) Quanta to make Adamo notebook for Dell, says 

paper(Digitimes) 
• Quanta Computer has landed orders for Dell's new 

ultra-thin 13.4-inch Adamo notebook, according to a 
Chinese-language Apply Daily report today. 
Previously market sources claimed that Foxconn 
Electronics (Hon Hai Precision Industry) would be 
the maker for the Dell notebook.  

• http://www.digitimes.com/news/a20090319PB206.html 
5) Taiwan market: Second-tier vendors cutting prices 

further for 22-inch LCD TVs(Digitimes) 
• Second-tier vendors in Taiwan such as Sampo and 

Teco are aggressively attempting to gain share in the 
local market for 22-inch LCD TVs by cutting prices 
down to NT$6,999 (US$207.09), although panel 
prices for the segment have started to increase, 
according to market sources.  

• http://www.digitimes.com/news/a20090319PD213.html 
6) US lagging in solar panel production, says The 

Information Network(Digitimes) 
• Although global solar panel production went up 48% 

worldwide to 5.6 gigawatts (GW) in 2008, market 
research firm The Information Network laments that 
the US is lagging in the market. In posing the 

question, "What's worse, buying solar panels from 
Eurasia or oil from OPEC?" the market research firm 
noted that less than 14% of solar panel production - 
750 megawatts (MW) - was produced in the US last 
year.  

• http://www.digitimes.com/news/a20090319VL200.html 
7) Samsung starts shipping 16GB DDR3 modules for 

servers (Digitimes) 
• Samsung Electronics has announced that shipments 

of what it claims to be the world's first and smallest 
high-density memory modules based on 2Gb, 50nm-
class DDR3 have kicked off.  

• http://www.digitimes.com/news/a20090319PR201.html 
8) VIA unveils Surfboard for mini-notebooks 

(Digitimes) 
• VIA Technologies has announced the VIA 

Surfboard C855 reference design, an ultra-compact 
mainboard incorporating the VIA C7-M ULV 
processor, the new VIA VX855 unified IGP chipset, 
and VIA multimedia and connectivity silicon. It has 
been specifically designed for easy integration into 
devices targeted at the rapidly growing mini-
notebook market.  

• http://www.digitimes.com/news/a20090318PR208.html 
 

http://www.digitimes.com/news/a20090319PD215.html
http://www.digitimes.com/news/a20090319PD204.html
http://www.digitimes.com/news/a20090319PD208.html
http://www.digitimes.com/news/a20090319PB206.html
http://www.digitimes.com/news/a20090319PD213.html
http://www.digitimes.com/news/a20090319VL200.html
http://www.digitimes.com/news/a20090319PR201.html
http://www.digitimes.com/news/a20090318PR208.html
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Last Name Phone Email Region Legal Entity 
Blansett Christopher (1-415) 315 6708 christopher.r.blansett@jpmchase.com United States J.P. Morgan Securities Inc. 
Chen Erica (886-2) 2725-9867 erica.cy.chen@jpmorgan.com Taiwan J.P. Morgan Securities (Taiwan) Limited 
Chou Cynthia (886-2) 2725-9898 cynthia.hy.chou@jpmorgan.com Asia J.P. Morgan Securities (Taiwan) Limited 
Coster Paul (1-212) 622-6425 paul.coster@jpmorgan.com United States J.P. Morgan Securities Inc. 
Danely Chris (1-415) 315-6774 chris.b.danely@jpmorgan.com United States J.P. Morgan Securities Inc. 
Deahna Jay (1-949) 224-4304 jay.deahna@jpmorgan.com United States J.P. Morgan Securities Inc. 
Deshpande Sandeep (44-20) 7325 0456 sandeep.s.deshpande@jpmorgan.com Europe J.P. Morgan Securities Ltd. 
Dyas Luke (44-20) 77428016 luke.j.dyas@jpmorgan.com United States J.P. Morgan Securities Inc. 
Funada Miho (81-3) 5545-8630 miho.funada@jpmorgan.com Japan JPMorgan Securities Japan Co., Ltd. 
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Companies Recommended in This Report (all prices in this report as of market close on 18 March 2009, unless 
otherwise indicated) 
Altera (ALTR/$17.81/Neutral), Casio Computer (6952) (6952.T/¥640 [19-March-2009]/Neutral), DAINIPPON SCREEN 
MFG. (7735) (7735.T/¥164 [19-March-2009]/Overweight), Fairchild Semiconductor (FCS/$3.81/Neutral), FUJIFILM 
Holdings (4901) (4901.T/¥2,110 [19-March-2009]/Overweight), HOYA (7741) (7741.T/¥1,923 [19-March-
2009]/Overweight), Intersil Corporation (ISIL/$12.07/Neutral), LG Electronics (066570.KS/W84,000 [19-March-
2009]/Underweight), Marvell Technology Group (MRVL/$9.46/Overweight), Maxim Integrated Products 
(MXIM/$13.14/Underweight), ON Semiconductor Corporation (ONNN/$4.60/Neutral), Samsung Electronics 
(005930.KS/W541,000 [19-March-2009]/Neutral), Toshiba (6502) (6502.T/¥261 [19-March-2009]/Neutral), Xilinx 
(XLNX/$20.11/Neutral) 

Analyst Certification:   
The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily 
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with 
respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views expressed in this report 
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research 
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the 
research analyst(s) in this report.  

Important Disclosures  
 

• Market Maker: JPMSI makes a market in the stock of Altera, Intersil Corporation, Marvell Technology Group, Maxim Integrated 
Products, ON Semiconductor Corporation, Xilinx.  

• ISE option specialist: An affiliate of JPMSI is associated with a specialist or market maker that makes a market in the options of 
Altera, and therefore such specialist may have a position (long or short) in the options of the issuer and may be on the opposite side 
of public orders in such options. An affiliate of JPMSI is associated with a specialist or market maker that makes a market in the 
options of Intersil Corporation, and therefore such specialist may have a position (long or short) in the options of the issuer and may 
be on the opposite side of public orders in such options. An affiliate of JPMSI is associated with a specialist or market maker that 
makes a market in the options of LG Electronics, and therefore such specialist may have a position (long or short) in the options of 
the issuer and may be on the opposite side of public orders in such options. An affiliate of JPMSI is associated with a specialist or 
market maker that makes a market in the options of Xilinx, and therefore such specialist may have a position (long or short) in the 
options of the issuer and may be on the opposite side of public orders in such options.  

• Lead or Co-manager: JPMSI or its affiliates acted as lead or co-manager in a public offering of equity and/or debt securities for 
Casio Computer (6952), Fairchild Semiconductor within the past 12 months.  

• Beneficial Ownership (1% or more): JPMSI or its affiliates beneficially own 1% or more of a class of common equity securities of 
Casio Computer (6952).  

• Client of the Firm: Altera is or was in the past 12 months a client of JPMSI; during the past 12 months, JPMSI provided to the 
company investment banking services, non-investment banking securities-related service and non-securities-related services. Casio 
Computer (6952) is or was in the past 12 months a client of JPMSI; during the past 12 months, JPMSI provided to the company 
investment banking services, non-investment banking securities-related service and non-securities-related services. Fairchild 
Semiconductor is or was in the past 12 months a client of JPMSI; during the past 12 months, JPMSI provided to the company 
investment banking services, non-investment banking securities-related service and non-securities-related services. FUJIFILM 
Holdings (4901) is or was in the past 12 months a client of JPMSI; during the past 12 months, JPMSI provided to the company non-
investment banking securities-related service. HOYA (7741) is or was in the past 12 months a client of JPMSI. Intersil Corporation 
is or was in the past 12 months a client of JPMSI. LG Electronics is or was in the past 12 months a client of JPMSI; during the past 
12 months, JPMSI provided to the company investment banking services, non-investment banking securities-related service and non-
securities-related services. Maxim Integrated Products is or was in the past 12 months a client of JPMSI; during the past 12 months, 
JPMSI provided to the company non-investment banking securities-related service and non-securities-related services. ON 
Semiconductor Corporation is or was in the past 12 months a client of JPMSI; during the past 12 months, JPMSI provided to the 
company investment banking services. Samsung Electronics is or was in the past 12 months a client of JPMSI; during the past 12 
months, JPMSI provided to the company investment banking services, non-investment banking securities-related service and non-
securities-related services. Toshiba (6502) is or was in the past 12 months a client of JPMSI; during the past 12 months, JPMSI 
provided to the company investment banking services, non-investment banking securities-related service and non-securities-related 
services. Xilinx is or was in the past 12 months a client of JPMSI; during the past 12 months, JPMSI provided to the company 
investment banking services, non-investment banking securities-related service and non-securities-related services.  

• Investment Banking (past 12 months): JPMSI or its affiliates received in the past 12 months compensation for investment banking 
services from Altera, Casio Computer (6952), Fairchild Semiconductor, LG Electronics, ON Semiconductor Corporation, Samsung 
Electronics, Toshiba (6502), Xilinx.  
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• Investment Banking (next 3 months): JPMSI or its affiliates expect to receive, or intend to seek, compensation for investment 
banking services in the next three months from Altera, Casio Computer (6952), Fairchild Semiconductor, LG Electronics, ON 
Semiconductor Corporation, Samsung Electronics, Toshiba (6502), Xilinx.  

• Non-Investment Banking Compensation: JPMSI has received compensation in the past 12 months for products or services other 
than investment banking from Altera, Casio Computer (6952), Fairchild Semiconductor, FUJIFILM Holdings (4901), LG 
Electronics, Maxim Integrated Products, Samsung Electronics, Toshiba (6502), Xilinx. An affiliate of JPMSI has received 
compensation in the past 12 months for products or services other than investment banking from Altera, Fairchild Semiconductor, 
FUJIFILM Holdings (4901), HOYA (7741), LG Electronics, Maxim Integrated Products, ON Semiconductor Corporation, Samsung 
Electronics, Toshiba (6502).  

• JPMorgan Chase Bank, N.A (J.P. Morgan) is acting as an adviser to Samsung Electronics Company Ltd in identifying and reviewing 
various strategic alternatives (including potential acquisition of Sandisk Corp). J.P. Morgan or one or more of its associates may 
perform, or may seek to perform, other financial or advisory services for Samsung Electronics or its associates and may have other 
interests in or relationships with Samsung Electronics or its associates, and receive fees, commissions or other compensation in such 
capacities. 

Important Disclosures for Equity Research Compendium Reports:  Important disclosures, including price charts for all companies 
under coverage for at least one year, are available through the search function on J.P. Morgan’s website 
https://mm.jpmorgan.com/disclosures/company or by calling this U.S. toll-free number (1-800-477-0406)  

Explanation of Equity Research Ratings and Analyst(s) Coverage Universe:   
J.P. Morgan uses the following rating system:  Overweight [Over the next six to twelve months, we expect this stock will outperform the 
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.]  Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.]  Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] The analyst or analyst’s team’s coverage universe is the sector 
and/or country shown on the cover of each publication.  See below for the specific stocks in the certifying analyst(s) coverage universe.  
  

  

Coverage Universe: Bhavin Shah: AVTech (8072.TW), Advanced Semiconductor Engineering (ASE) (2311.TW), 
Advantech (2395.TW), Avermedia (2417.TW), Chartered Semiconductor (Singapore) (CSMF.SI), Chartered 
Semiconductor (US) (CHRT), DFI (2397.TW), High Tech Computer (HTC) (2498.TW), SPIL (Siliconware Precision 
Industries) (2325.TW), TSMC (2330.TW), Tripod Technology Corp (3044.TW), UMC (2303.TW), Unimicron Technology 
Corp. (3037.TW) 
  

J.P. Morgan Equity Research Ratings Distribution, as of December 31, 2008 

 Overweight 
(buy) 

Neutral 
(hold) 

Underweight 
(sell) 

JPM Global Equity Research Coverage 38% 44% 18% 
    IB clients* 54% 52% 43% 
JPMSI Equity Research Coverage 37% 49% 14% 
    IB clients* 76% 71% 62% 

*Percentage of investment banking clients in each rating category. 
For purposes only of NASD/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold 
rating category; and our Underweight rating falls into a sell rating category. 
 

Valuation and Risks:  Please see the most recent company-specific research report for an analysis of valuation methodology and risks on 
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on 
the front of this note or your J.P. Morgan representative.  

Analysts’ Compensation:  The equity research analysts responsible for the preparation of this report receive compensation based upon 
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which 
include revenues from, among other business units, Institutional Equities and Investment Banking.  

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US 
affiliates of JPMSI, are not registered/qualified as research analysts under NASD/NYSE rules, may not be associated persons of JPMSI, 

https://mm.jpmorgan.com/disclosures/company
http://www.morganmarkets.com/
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and may not be subject to NASD Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public 
appearances, and trading securities held by a research analyst account.  

Other Disclosures 
 

J.P. Morgan is the global brand name for J.P. Morgan Securities Inc. (JPMSI) and its non-US affiliates worldwide.  
  

Options related research: If the information contained herein regards options related research, such information is available only to persons who 
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of 
Standardized Options, please contact your J.P. Morgan Representative or visit the OCC’s website at 
http://www.optionsclearing.com/publications/risks/riskstoc.pdf.  
  

Legal Entities Disclosures   
U.S.: JPMSI is a member of NYSE, FINRA and SIPC.  J.P. Morgan Futures Inc. is a member of the NFA. JPMorgan Chase Bank, N.A. is a 
member of FDIC and is authorized and regulated in the UK by the Financial Services Authority. U.K.: J.P. Morgan Securities Ltd. (JPMSL) is a 
member of the London Stock Exchange and is authorised and regulated by the Financial Services Authority. Registered in England & Wales No. 
2711006. Registered Office 125 London Wall, London EC2Y 5AJ. South Africa: J.P. Morgan Equities Limited is a member of the Johannesburg 
Securities Exchange and is regulated by the FSB. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated 
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong. Korea: J.P. Morgan Securities (Far East) Ltd, 
Seoul branch, is regulated by the Korea Financial Supervisory Service. Australia: J.P. Morgan Australia Limited (ABN 52 002 888 011/AFS 
Licence No: 238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (ABN 61 003 245 234/AFS Licence No: 238066) is a 
Market Participant with the ASX and regulated by ASIC. Taiwan: J.P.Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock 
Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited is a member of 
the National Stock Exchange of India Limited and Bombay Stock Exchange Limited and is regulated by the Securities and Exchange Board of 
India. Thailand: JPMorgan Securities (Thailand) Limited is a member of the Stock Exchange of Thailand and is regulated by the Ministry of 
Finance and the Securities and Exchange Commission. Indonesia: PT J.P. Morgan Securities Indonesia is a member of the Indonesia Stock 
Exchange and is regulated by the BAPEPAM. Philippines: J.P. Morgan Securities Philippines Inc. is a member of the Philippine Stock Exchange 
and is regulated by the Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. is regulated by the Comissao de Valores 
Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V., J.P. Morgan Grupo Financiero is a 
member of the Mexican Stock Exchange and authorized to act as a broker dealer by the National Banking and Securities Exchange Commission. 
Singapore: This material is issued and distributed in Singapore by J.P. Morgan Securities Singapore Private Limited (JPMSS) [MICA (P) 
132/01/2009 and Co. Reg. No.: 199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the 
Monetary Authority of Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the 
MAS. Malaysia: This material is issued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) which is a 
Participating Organization of Bursa Malaysia Berhad and a holder of Capital Markets Services License issued by the Securities Commission in 
Malaysia. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd is a member of the Karachi Stock Exchange and regulated by the Securities and 
Exchange Commission of Pakistan. Saudi Arabia: J.P. Morgan Saudi Arabia Ltd. is authorised by the Capital Market Authority of the Kingdom 
of Saudi Arabia (CMA) to carry out dealing as an agent, arranging, advising and custody, with respect to securities business under licence number 
35-07079 and its registered address is at 8th Floor, Al-Faisaliyah Tower, King Fahad Road, P.O. Box 51907, Riyadh 11553, Kingdom of Saudi 
Arabia.  
  

Country and Region Specific Disclosures   
U.K. and European Economic Area (EEA):  Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by 
JPMSL. Investment research issued by JPMSL has been prepared in accordance with JPMSL's policies for managing conflicts of interest arising 
as a result of publication and distribution of investment research. Many European regulators require that a firm to establish, implement and 
maintain such a policy. This report has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This document must 
not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relates is only 
available to relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to persons 
regarded as professional investors (or equivalent) in their home jurisdiction. Australia:  This material is issued and distributed by JPMSAL in 
Australia to “wholesale clients” only.  JPMSAL does not issue or distribute this material to “retail clients.”  The recipient of this material must not 
distribute it to any third party or outside Australia without the prior written consent of JPMSAL.  For the purposes of this paragraph the terms 
“wholesale client” and “retail client” have the meanings given to them in section 761G of the Corporations Act 2001.  Germany:  This material is 
distributed in Germany by J.P. Morgan Securities Ltd., Frankfurt Branch and J.P.Morgan Chase Bank, N.A., Frankfurt Branch which are 
regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht.  Hong Kong:  The 1% ownership disclosure as of the previous month end 
satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for persons licensed by or registered with the Securities 
and Futures Commission. (For research published within the first ten days of the month, the disclosure may be based on the month end data from 
two months’ prior.) J.P. Morgan Broking (Hong Kong) Limited is the liquidity provider for derivative warrants issued by J.P. Morgan 
International Derivatives Ltd and listed on The Stock Exchange of Hong Kong Limited. An updated list can be found on HKEx website: 
http://www.hkex.com.hk/prod/dw/Lp.htm.  Japan: There is a risk that a loss may occur due to a change in the price of the shares in the case of 
share trading, and that a loss may occur due to the exchange rate in the case of foreign share trading. In the case of share trading, JPMorgan 
Securities Japan Co., Ltd., will be receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the executed price by the 
commission rate which was individually agreed between JPMorgan Securities Japan Co., Ltd., and the customer in advance. Financial Instruments 
Firms: JPMorgan Securities Japan Co., Ltd., Kanto Local Finance Bureau (kinsho) No. 82 Participating Association / Japan Securities Dealers 
Association, The Financial Futures Association of Japan.  Korea:  This report may have been edited or contributed to from time to time by 
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affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul branch.  Singapore:  JPMSS and/or its affiliates may have a holding in any of the 
securities discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important Disclosures 
section above.  India:  For private circulation only, not for sale. Pakistan:  For private circulation only, not for sale. New Zealand:   This 
material is issued and distributed by JPMSAL in New Zealand only to persons whose principal business is the investment of money or who, in the 
course of and for the purposes of their business, habitually invest money. JPMSAL does not issue or distribute this material to members of "the 
public" as determined in accordance with section 3 of the Securities Act 1978. The recipient of this material must not distribute it to any third 
party or outside New Zealand without the prior written consent of JPMSAL. 
  

General:  Additional information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan 
Chase & Co. or its affiliates and/or subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any 
disclosures relative to JPMSI and/or its affiliates and the analyst’s involvement with the issuer that is the subject of the research. All pricing is as 
of the close of market for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this 
material and are subject to change without notice. Past performance is not indicative of future results. This material is not intended as an offer or 
solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do not take into account individual 
client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategies to 
particular clients. The recipient of this report must make its own independent decisions regarding any securities or financial instruments 
mentioned herein. JPMSI distributes in the U.S. research published by non-U.S. affiliates and accepts responsibility for its contents. Periodic 
updates may be provided on companies/industries based on company specific developments or announcements, market conditions or any other 
publicly available information. Clients should contact analysts and execute transactions through a J.P. Morgan subsidiary or affiliate in their home 
jurisdiction unless governing law permits otherwise.  
  

“Other Disclosures” last revised January 30, 2009.  
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