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Oil price hikes to boost 3Q23F earnings         

     Event 

Formosa Chemicals and Fibre (FCFC) will announced 3Q23F preliminary earnings on 
Wednesday, October 11. We forecast 3Q23F EPS will grow QoQ to NT$0.76 on the back of 
crude oil price hikes and a second round of industry restocking. 

Impact 

Riding inventory gains in 3Q23. We forecast 3Q23F EPS will grow 163% QoQ and 79% YoY 
to NT$0.76, above consensus of NT$0.34, mainly as: (1) operating profit will turn positive, 
with the integrated ABS-naphtha spread, which is an indicator of the firm’s profitability, 
to fall US$53/metric ton (mt) from the already unprofitable 2Q23 level, while the 
integrated PTA-naphtha spread will sink US$31/mt from the already unprofitable 2Q23 
level on (a) demand for blending aromatics in gasoline during the peak driving season in 
the US, which has kept PX-benzene spread flattish QoQ at a healthy level; (b) stable SM 
capacity utilization backed by enhanced cost competitiveness after maintenance and 
exports to South Korea; (c) increased sales volume of polymers and restocking by traders 

amid China’s monetary easing and property stimulus policies, as well as continuous crude 
price hikes; and (d) inventory gains for the firm’s 1st Petrochemical Division thanks to 

higher crude and naphtha prices; and (2) we predict that Formosa Petrochemical Corp. 
(FPCC; 6505 TT, NT$81.2, N) will contribute investment income (vs. losses in 2Q23), 

boosted by inventory gains. 

Aromatics spreads to be under pressure in 4Q23F. We estimate 4Q23F EPS will fall 99% 

QoQ to NT$0.00, which is worse than consensus EPS of NT$0.33, mainly because: (1) we 
expect operations to be loss-making in 4Q23 on (a) high oil prices hurting aromatics and 

derivatives spreads; (b) narrowing PX-benzene spread on a QoQ basis as the peak driving 
season comes to an end; and (c) declining inventory gains; and (2) investment income from 
FPCC will fall QoQ as a result of lower inventory gains. 

Valuation & Action 

To reflect the negative impact of high oil prices on aromatics spreads in 4Q23F and 2024F, 
we revise down 2024F EPS to NT$2.14. We maintain our target price of NT$57, based on 

1.0x 2024F BVPS of NT$57. The ramp-up of new capacities of aromatics derivatives in 
China will continue to squeeze the firm’s product spreads and capacity utilization. As such, 
we maintain Underperform and suggest investors wait for industry consolidation and signs 
of demand recovery. 

Risks 

Slumping crude oil prices; weakening demand for commodities. 
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