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Rising oil prices to boost 3Q23F earnings         

    
Event 

Formosa Plastics Corp. (FPC) will announce 3Q23 preliminary results on Wednesday, 
October 11. We forecast rising crude oil prices and a second wave of sector restocking will 
boost 3Q23F EPS QoQ to NT$0.69. 

Impact 

3Q23F sales volume to rise on sector restocking. We forecast 3Q23F EPS of NT$0.69, up 
260% QoQ, but down 27% YoY, beating consensus of NT$0.45, due to: (1) operating 
income moved into the black as (a) the Chinese government has launched monetary and 

property stimulus policies. Coupled with rising crude prices, this has prompted traders to 
restock. The PVC spread widened QoQ, while those of most olefins derivatives flattened 
QoQ. Capacity utilization across all plants was largely flat QoQ, with sales volume up QoQ; 
and (b) falling coal costs in Asia restrained caustic soda prices; (2) due to inventory gains, 
we estimate investment in Formosa Petrochemical (6505 TT, NT$81.2, N) will turn 
profitable; and (3) further weakening of import demand from Asia has narrowed the PE-
ethane integrated spread to US$684/mt, which combined with falling caustic soda prices, 
has flattened investment income QoQ from Formosa Plastics USA (US) at the breakeven 
level. 

4Q23 olefin derivatives spreads under pressure. We forecast 4Q23F EPS of NT$0.15, 
down 79% QoQ, but turning profitable YoY, below consensus of NT$0.83, given: (1) 

operating profit will fall QoQ, but rise YoY, reflecting high oil prices restraining spread 
upside for olefins derivatives; (2) investment income from Formosa Plastics USA will be 
flattish QoQ; and (3) investment income from Formosa Petrochemical will fall QoQ on 
thinning inventory gains. 

Valuation & Action 

Considering high oil prices will cap upside for olefins derivative spreads in 4Q23F and 
2024F, we lower our 2024 EPS forecast to NT$2.58. As such, we maintain Neutral and 
adjust our target price to NT$78, based on 1.4x 2024F BVPS of NT$56 (previously 1.5x 

2023F BVPS of NT$53). We believe ongoing olefins derivative capacity expansion in China 
will continue to weigh on product spreads and capacity utilization. We recommend 
investors await an industry reshuffle and demand recovery before revisiting this counter. 

Risks 

Crude oil price slump; lackluster commodity demand. 
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All the above named KGI analyst(s) is SFC licensed person accredited to KGI Asia Ltd to carry on the relevant 

regulated activities. Each of them and/or his/her associate(s) does not have any financial interest in the 

respectively covered stock, issuer and/or new listing applicant. 

Disclaimer 
All the information contained in this report is not intended for use by persons or entities located in or residing in jurisdictions which restrict the distribution of this information by KGI Asia 
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