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P
RECISION components maker 
CDW Holding, which suffered a 
profit slide last year, is looking 
forward to a better performance 
in FY2006. “We are optimistic 
that growth will be stable for the 
current year,” CEO Kunikazu 
Yoshimi told BT in an interview 

through a translator.
The Hong Kong-based but Japanese-

managed company makes precision 
components like backlight units for 
LCD screens of mobile handsets, game 
sets, etc. It also makes LCD frames, and 
precision accessories like shock absorbers 
and insulators for photocopiers and fax 
machines. Most of its customers are Japanese 
companies.

Part of its management’s optimism for 
the current financial year stems from the 
fact that CDW’s new factory in Dongguan 
province, China, will become profitable from 
the second half of the year.

When fully operational, the factory will 
increase production capacity by 50 per cent 
and CDW reckons the factory will be fully 
utilized as the company is confident it can 
get more orders from its customers, says 
executive director Edward Lai.

“For the first quarter, the factory will still 
be making a loss because of some start-up 
problems. But by the second quarter, it will 
be at a break-even level and from the third 
quarter onwards, it should be contributing 

NANDE KHIN finds out why the precision components 
maker has reason to be so for this financial year

CDW optimistic 
about growth

to group profits,” adds  
Mr Lai.

Teething problems 
at the factory in the last 
quarter of FY2005 had contributed to a 
drop in profits for CDW, Mr Lai said. In 
what he terms as the “worst quarter (CDW) 
has experienced”, the company’s net profit 
plunged 65.9 per cent to US$1.39 million in 
Q4 FY2005.

Overall for FY2005, CDW’s net profit 
slipped 41.1 per cent to US$8.94 million 
despite a 7.8 per cent increase in revenue to 
US$106.17 million.

Still, the company proposed a final 
dividend of 0.4 US cent per share to be paid 
on May 24. This, together with the interim 
dividend of 0.4 US cent per share, represents 
a payout ratio of 43.7 per cent.

Another reason why CDW is optimistic 
this year is that pricing pressures have eased 
this year. A price war among CDW and its 
competitors had contributed to lower profits 
last year. “But now our competitors have 
become more realistic, they are no longer 
using a price war to try to gain market 
share,” Mr Lai said.

In addition, CDW is looking forward to 
a number of key growth drivers kicking in 
this year. “There is a high possibility that we 
will be able to supply LCD backlight units 
indirectly to two of three biggest mobile 
phone makers in the world this year,” said 
Mr Yoshimi, adding that last year, CDW 
had managed to supply indirectly to mobile 
phone makers ranked fourth and below.

“In addition, we are also planning on 
producing backlight units for LCD screens of 
higher-end products. These displays will be 
brighter and will have better resolution … 
and the products with these screens will thus 
command higher profit margins,” he said.

For example, CDW wants to produce 
backlight units for mobile handsets that can 
play movies and television programs.

Mr Yoshimi estimates that currently, 
CDW has a market share of “just below 10 
per cent” for the production of backlight 

units for colour mobile handsets in Japan 
and a market share of 25 per cent for the 
production of such units for handheld 
Nintendo and Sony game consoles.

Further down the road, possibly next 
year, CDW wants to make LED backlight 
units for other kinds of products such as LCD 
television sets, and LCD displays in cars.

Mr Yoshimi sees huge potential in this 
market. “Currently, LCD displays in cars 
and TVs are of the CCFL-type. But CCFL-
type displays use lead which is not very 
environmental-friendly and in the future 
they may be replaced by those that are LED-
type displays instead,” he said.

CDW’s new factory in Suzhou will be 
ready next year and even when its operations 
in its existing Suzhou factory are shifted to 
the new plant, there will be excess capacity 
which Mr Yoshimi plans to use to make LED 
backlight units for cars and TV sets.

As for its precision accessories business, 
CDW hopes to ride on the wave of increasing 
demand for inkjet printers. The new 
generation of inkjet printers will be of better 
quality and of lower cost to print per sheet. 
This should drive up demand for inkjet 
printers for home use, Mr Yoshimi said.

Currently, about 50,000 to 100,000 
copiers are made in Japan every month. 
But this year, manufacturers are targeting 
a combined 500,000 to one million units of 
inkjet printers a month in anticipation of the 
increased demand from households. Mr Yoshimi 
thus believes there is much more potential in 
supplying components to inkjet printers compared 
to copiers.

CDW made an impressive debut on the 
Singapore Exchange in January 2005. Its shares 
shot up to 55 cents apiece shortly after its initial 
public offer at 38 cents each, but have since gone on 
a downward trend. Its shares lost 0.5 cent to close at 
21.5 cents yesterday.

Room for expansion: 
Mr Yoshimi estimates that 
currently, CDW has a market 
share of ‘just below 10 per 
cent’ for the production of 
backlight units for colour 
mobile handsets in Japan and 
a market share of 25 per cent 
for the production of such units 
for handheld Nintendo and 
Sony game consoles




