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GRSCP & US infrastructure investment to bring growth   

  Event 

We initiate coverage of the heavy electrical sector, and expect capex of NT$565bn for 
Taiwan’s power grid enhancement and US$464bn in US infrastructure investment to 
be the main catalysts for heavy electrical equipment manufacturers in 2023-32. 

Impact 

Due to capex for Taiwan’s power grid enhancement, firms with higher tender 
weighting will experience tailwinds. Taipower has launched a ten-year, NT$565bn 
Grid Resilience Strengthening Construction Plan (GRSCP), with around 35% of the 
amount to be executed by 2026 and the remaining 65% to be earmarked during 2026-
32. We forecast Taipower’s 2023-25 capex CAGR will arrive at 20%, driving a CAGR of 
32% for heavy electrical equipment makers’ 2023-25 sales to Taipower, with 
momentum to extend through 2026-32. Therefore, we believe Chung-Hsin Electric 
(1513 TT, NT$98.7, OP), which has the highest Taipower tender weighting of 50% 
among heavy electrical equipment makers, will be the largest beneficiary of GRSCP. 

On US infrastructure investment, firms with higher transformer export weighting 
will benefit. The US IIJA and IRA are to allocate US$464bn for energy-related 
infrastructure investment in 2022-32. We estimate transformer demand of US$4.3bn 
in 2023-25 will be provided to transformer makers in Taiwan as demand will last 
through 2026-32. Among heavy electrical equipment makers in Taiwan, we believe 
Fortune Electric (1519 TT, NT$244.5, N), which has the highest transformer export 
weighting of 40%, will be the largest beneficiary of US infrastructure investment. 

Transformer replacement with amorphous metal still under negotiation; no 
significant impact before 2027F, indicating overly bullish market expectations.  The 
US is considering replacing electrical steel transformers with amorphous metal 
transformers from 2027 to reduce energy degradation. Due to insufficient capacity 
for amorphous metal in the US, the market believes the proposal will benefit 
transformer exporters in Taiwan. However, as the plan remains unclear, we believe 
the final result will be a compromised approach for transformer replacement. Hence, 
there will be no impact on transformer makers before 2025F, with the mid- to long-
term impacts yet to be determined. 

Stocks for Action 

We have revised sector PB of 1.0x and PE of 10x to a respective 1.9x and 18x following 
the announcement of GRSCP. The sector is currently trading at 12-22x 2024F EPS. We 
suggest investors keep track of policy developments in Taiwan and the US. We initiate 
coverage of Chung-Hsin Electric, Fortune Electric, Shihlin Electric (1503 TT, NT$109.5, 
N), and Allis Electric (1514 TT, NT$50.5, N), and resume coverage of Teco Electric 
(1504 TT, NT$48.75, N). Considering share valuations and business structure, our 
preference of heavy electrical equipment makers is, in descending order, Chung-Hsin 
Electric, Teco Electric, Shihlin Electric, Fortune Electric, and Allis Electric. 

Risks 

GRSCP tender launch and progress of US infrastructure investment are slower than 
expected. 
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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 

Limited (“KGI”) or an affiliate of KGI. Such information shall not constitute investment advice, or an offer to sell, or an invitation, solicitation or recommendation to subscribe for or invest 

in any securities or investment products or services nor a distribution of information for any such purpose in any jurisdiction. In particular, the information herein is not for distribution and 

does not constitute an offer to sell or the solicitation of any offer to buy any securities in the United States of America, or to or for the benefit of United States persons (being residents of the 

United States of America or partnerships or corporations organised under the laws of the United States of America or any state, territory or possession thereof). All the information contained 

in this report is for general information and reference purpose only without taking into account of any particular investor’s objectives, financial situation or needs. Such information is not 

intended to provide professional advice and should not be relied upon in that regard. 

Some of KGI equity research and earnings estimates are available electronically on www.kgi.com.hk. Please contact your KGI representative for information. The information and opinions 

in this report are those of KGI internal research activity. KGI does not make any representation or warranty, express or implied, as to the fairness, accuracy, completeness or correctness of 

the information and opinions contained in this report. The information and opinions contained in this report are subject to c hange without any notice. No person accepts any liability 

whatsoever for any loss however arising from any use of this report or its contents. This report is not to be construed as an invitation or offer to buy or sell securities and/or to participate in 

any investment activity. This report is being supplied solely for informational purposes and may not be redistributed, reproduced or published (in whole or in part) by any means for any 

purpose without the prior written consent of KGI. Members of the KGI group and their affiliates may provide services to any companies and affiliates of such companies mentioned herein. 

Members of the KGI group, their affiliates and their directors, officers and employees may from time to time have a position in any securities mentioned herein.  


