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Solid Technologies (050890) 
Cashing in on WiBro capex 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Specialist in repeater solutions 
Solid Technologies was established in November 1998 and makes repeaters used to 
relay signals between base stations and mobile handsets. Its core products include fiber-
optic repeaters and gap fillers for satellite digital multimedia broadcasting (DMB). 
Repeater solutions are divided into fiber-optic and radio frequency. Fiber-optic repeaters, 
Solid Technologies’ key product, are used for fiber-optic cable transmission of radio 
frequency signals. Radio frequency repeaters are well-suited to remote areas without 
fiber-optic cable or flat areas without obstacles.  
 
Solid Technologies recently introduced gap fillers for new satellite digital multimedia 
broadcast services. Gap fillers generated substantial sales from 2Q04 through 3Q05. In 
2006 and beyond, however, we do not expect much growth for this item given the 
expected slowing capex by TU Media.  
 
Solid Technologies expects new demand for repeaters as KT and SK Telecom are 
scheduled to begin investment in wireless broadband (WiBro) services in 2006. We 
estimate the price for the WiBro repeaters to be higher than those for wideband code 
division multiple access (WCDMA) due to a complex manufacturing process.  
 
 
Diverse client base: KTF, SK Telecom, TU Media and KT 
Solid Technologies’ core clients are SK Telecom and KTF. During 2004, the company’s 
sales to KTF declined sharply but the slack was picked up by TU Media’s purchases of 
gap fillers. In 2005, sales to SK Telecom came in strong with an increasing supply of 
WCDMA repeaters. In 2006F, Solid Technologies anticipates strong benefits from 
continued capex by SK Telecom estimated at W570bn (down W30bn yoy) and KTF’s 
investment will likely increase from 2005. 
 
KT was added to the customer list as Solid Technologies passed the benchmark tests of 
both KT and SKT for fiber-optic WiBro repeaters. We expect the WiBro repeaters to be 
the growth driver for Solid Technologies during 2006. 
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Target price (6mos): NA 
Share price (21/12/05): W20,600 
Par value: W500 

52-Wk Hi/Lo: W21,800/7,540 

Mkt cap: US$166.3mn/W169.3bn 

Shares issued: 8.2mn shr 

Avg volume (60D): 367,639shr 

Avg value (60D): US$5.6mn/W5.7bn 

Foreign ownership: 3.14% 

Major shareholders: 

   Group & related parties (29.77%) 

 
Price performance (%) 

    1M 6M 12M 

Absolute 80.7  N.A N.A 

Relative 69.3  N.A N.A 

 

■ Specializes in repeater solutions for mobile communication. 

■ Has embarked on customer diversification to include KTF, SK Telecom, TU Media and KT. 

■ Anticipates benefits from continued capex in WCDMA and WiBro. 

■ Moving ahead to enter new businesses. 

■ We estimate sales at W66bn and the operating margin at 12.5% in 2005F. 4Q05F sales will 
likely fall 37% qoq with an operating margin of 6%, far below estimates. The company targets 
W100bn in sales and 15% operating margin for 2006F. 
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Figure 1. How repeaters work for mobile handsets Figure 2. Repeaters made by Solid Technologies 

  

 
Figure 3. Sales trend by product Figure 4. Sales trend by client 

  

Source: Company data, Daewoo Securities Source: Company data, Daewoo Securities 
 
 
Anticipating benefits from capex for WCDMA and WiBro 
We estimate the overall capex in WCDMA services at W900bn in 2005F and to reach 
W1tr in 2006F. By company, SK Telecom will likely decrease capex from W600bn in 
2005 to W570bn in 2006F, while KTF’s is expected to increase from W300 in 2005 to 
W350bn in 2006F. 
 
In 2006, the company’s sales of WCDMA repeaters to SK Telecom should stay flat yoy 
and increase to KTF yoy given the growing capex along with stronger demand. 
 
KT is scheduled to begin capex for WiBro services in 2006F and to execute 70% of the 
budget by 2007F. We estimate KT’s WiBro capex at W500bn in 2006F with W200bn 
from that figure likely to be spent on repeaters.  
 
Figure 5. Companies that passed benchmark tests for WiBro repeaters 
 KT SK Telecom 
Fiber-optic 
repeaters 

Solid Tech, Kisan Telecom (035460), MTI (not listed), 
Dongwon Systems (014820), FRTEK (not listed) 

Solid Tech, SK Telesys (not 
listed) 

RF repeaters Benchmark tests pending Benchmark tests pending 
Source: Companies data 
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Figure 6. WCDMA capex by SK Telecom and KTF Figure 7. WiBro capex by SK Telecom and KT 

  

Source: Company data, Daewoo Securities Source: Company data, Daewoo Securities 
 
 
About to enter new businesses 
Looking ahead, Solid Technologies will possibly export repeaters for WiBro and 
WCDMA services. We expect WCDMA services will likely see growing demand for 
repeaters, unlike GSM services. The company could also benefit from the new WiBro 
services, chosen as the standard in Korea by exporting the Wibro repeaters on a turn-key 
basis.  
 
We also forecast Solid Technologies will enter China’s terrestrial DMB market as a 
content provider rather than a system provider. This should allow the company to 
generate advertising revenue. The company is already carrying out some of the 
businesses based on contracts with major domestic broadcasters. 
 
 
2005F sales W66bn, operating margin 12.5% 
We estimate sales at W66bn and the operating margin at 12.5% in 2005F. Sales in 
4Q05F will likely fall 37% qoq with an operating margin of 6%, far below estimates. 
Considering sales carried over to 1Q06, 4Q05 sales would have come in slightly higher 
than in 3Q05. The falling operating margin can be attributed to a higher portion of fixed 
costs due to fewer sales. 
 
The company targets W100bn in sales and a 15% operating margin for 2006F. It has a 
market capitalization of W170bn and the stock currently trades at 14X P/E based on 
2006F EPS. This valuation seems somewhat burdensome but indicates ample upside 
potential given the possible results from exports. 
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Analyst of the subject company or member of the analyst's household does not have any financial interest in the securities of the subject company and the nature 
of the financial interest (including without limitation, whether it consists of any option, right, warrant, future, long or short position) 

This report is a translation excerpt of the Solid Technologies report written by Uno Kim, analyst for research division of Daewoo Securities Co., Ltd publicly 
released on December 22, 2005. 

As of December 22, 2005, Daewoo Securities Co., Ltd and/or its affiliates do not have any special interest with the subject company and do not own 1% or more of the subject 
company’s shares outstanding. 

This report reflects the sole opinion of the analyst (Uno Kim) without any external influences by third parties. 

Daewoo Securities Co., Ltd may have managed or co-managed a public offering of securities for the subject company, or received compensation for investment banking 
services from the subject company in the past 12 months. 

This report has been provided by ERII (Equity Research for International Investors) of Daewoo Securities Co., Ltd. Daewoo Securities ERII separately runs its research 
independent of the research division of Daewoo Securities Co., Ltd. The stock ratings, target prices, estimates, and overall viewpoints of ERII may have been different from 
those of research division of Daewoo Securities. Thus, this report has to be viewed as Daewoo Securities ERII's independent opinion and should not be interpreted by any 
means as an official viewpoint of research division of Daewoo Securities. Daewoo Securities ERII was established at Daewoo Securities to service international institutional 
investors although the reports are being publicly released. Investors can have access to Daewoo Securities ERII's research through Firstcall, Daewoo research direct 
(www.bestez.com), Multex and Bloomberg (DWIR). 

Daewoo Securities Co., Ltd. is a full-service, integrated investment banking, and brokerage firm. We are a leading underwriter of securities and leading participant in virtually all 
trading markets. We have investment banking and other business relationships with a substantial percentage of the companies covered by the research division of Daewoo 
Securities and Daewoo Securities ERII. Our research professionals provide important input into our investment banking and other business selection process. Investors should 
assume that Daewoo Securities Co., Ltd. are seeking or will seek investment banking or other business from the subject companies covered by this report and that the research 
analysts who involved in preparing this report may participate in the solicitation of such business. Our research analysts’ compensation is determined based upon the activities 
and services intended to benefit the investors of Daewoo Securities Co., Ltd. Like all employee of Daewoo Securities Co., Ltd, analysts receive compensation that is impacted 
by overall firm profitability, which includes revenues from, among other business units, the intuitional equities, investment banking, proprietary trading, and private client division. 

This document was prepared by Daewoo Securities Co., Ltd. (“Daewoo”). Information and opinions contained herein have been compiled from sources believed to be reliable 
and in good faith. Such information has not been independently verified. Daewoo makes no guarantee, representation or warranty, express or implied, as to the fairness, 
accuracy, completeness or correctness of the information and opinions contained in this document. Daewoo accepts no responsibility or liability whatsoever for any loss, arising 
from the use of this document or its contents or otherwise arising in connection therewith. Information and opinions contained herein are subject to change without notice. This 
document is for information purposes only. It is not and should not be construed as an offer, or a solicitation of an offer, to purchase or sale any securities or other financial 
instruments. This document may not be reproduced, further distributed or published, in whole or in part, for any purpose. 

Daewoo and/or other affiliate companies, their directors, representative, or employees may have a long or short position in any of the securities or other financial instruments 
mentioned in this document or of issuers described herein at any time and may make a purchase and/or sale, or offer to make a purchase and/or sale, of any such securities or 
other financial instruments from time to time in the open market or otherwise, in each case either as principals or agents. This document is for distribution in the United Kingdom 
only to persons who are authorized persons or exempted persons within the meaning of the Financial Services Act 1986 or any order made thereunder. 

Daewoo has prepared this document. Daewoo’s U.S. affiliate, Daewoo Securities (America) Inc., is distributing this document in the U.S. This document may be distributed in 
the U.S. solely to “major U.S. institutional investors” as defined in Rule 15a-6 of the U.S. Securities Exchange Act of 1934. Any U.S. recipient of this document who wishes to 
effect transactions in any securities discussed herein should contact and place orders with Daewoo Securities (America) Inc. 

 
 
 
 
 
 
 
DAEWOO SECURITIES CO., LTD 
150-716, 34-3, Youido-dong, Yongdungpo-ku, Seoul, Korea 
Tel : (822) 768-3750   Fax : (822) 768-2863 
Contact: Chris Kim   chriskim@bestez.com 
 
Daewoo Securities (Europe) Ltd. Daewoo Securities (America) Inc. 
41st floor, Tower 42, 25 Old Broad Street, 600 Lexington Avenue, Suite 301 
London EC2N 1HQ, U.K. New York, NY 10022 U.S.A. 
Tel : 4420-7982-8000   Fax : 4420-7982-8040 Tel : 1212-407-1000   Fax : 1212-407-1010 
Contact: Paul Song   paul.song@dwse.com Contact: Joel Choi   joelchoi@dwsusa.com 
 
Daewoo Securities (Hong Kong) Ltd. Uz-Daewoo Bank 
Suite 816-819, Jardine House, 1 Pushkin Street, Tashkent, 700000, Uzbekistan 
1 Connaught Place, Central, H.K., China  Tel : 998-71-1320640   Fax : 998-71-1206970 
Tel : 852-2845-6332   Fax : 852-2845-5374  
Contact: H. J. Ahn   hjahn@dws.com.hk 
 
 

IMPORTANT NOTICES  Equity Research for International Investors (ERII) 

DAEWOO SECURITIES INTERNATIONAL NETWORK 


