
INDUSTRY REPORT   

Taiwan 

 

14 September 2023  1   

Samsung announces further DRAM production cuts    

  
Event 

Samsung (KR) intends to step up DRAM production cuts to 30% in 4Q23F, which we 
believe will push up the spot and contract prices of DDR4. 

Impact 

Samsung to expand DRAM output cuts to ensure price hikes for DDR4.  Samsung 
intends to step up DRAM production cuts, mainly DDR4, to 30% by 4Q23F, up from 
20% and 25% in 2Q-3Q23, due to: (1) further deterioration of total server demand 
since August, which we think will extend to 2024F with demand for general server 
likely to be flattish next year given cannibalization by AI server; (2) increased memory 
procurement by Android smartphone makers since September as iPhone has been 
banned by the Chinese public sector, although volume growth is insufficient to make 
up for the shortfall in server demand; (3) module houses, including retail-oriented and 
industrial-oriented, have completed inventory restocking to the 15-20 weeks target 
after purchases in 2Q-3Q23; (4) reallocation of production capacity, in which Samsung 
aims to boost wafer start volume at the new P3L fab to 50k pieces per month by 
4Q23F to service unfulfilled demand for DDR5; this has to come with production cuts 
in DDR4 so that the firm can reduce total bit output and bring inventory level to less 
than 10 weeks by end-4Q23F in order to reverse declines in DDR4 prices; and (5) 
continued cash outflows for 1Ynm node. We trim 2023-24F DRAM bit supply to 2% 
decline and 10% growth, respectively. 

Reduced supply of DRAM & NAND flash will stimulate downstream procurement, 
supply reduction far from over. Since Samsung’s announcement to cut production of 
NAND flash further in September, we note that purchase inquiries from retail-
oriented module houses have rebounded, which in turn should accelerate inventory 
turnover and push up prices of SSD module. Likewise, we believe inquiries from DRAM 
module houses will also pick up, resulting in higher prices. We anticipate that SK Hynix 
(KR) and Micron (US) will step up production cuts of NAND flash as well to 30% in 
4Q23F from 3Q23’s 25%, likely strengthening downstream procurement. 

Stocks for Action 

We believe memory prices will rebound across the board on reduced supply. Investors 
should engage related stocks at current levels. 

Risks 

Slower-than-expected production node migration; weakening market demand. 
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DRAM supply to keep falling 

Following the price hikes of DDR5 in 3Q23, we expect the spot and contract prices of 
DDR4 will also pivot to an upturn in 4Q23F, and even with prices rising again, we 
expect DRAM makers to maintain output cuts in 1H24F, as:  

(1) the main purpose of upcoming output cuts by manufacturers is to reduce 
inventories, which we don’t believe will return to the optimal level of 5 -7 weeks 
before end-2Q24F; and 

(2) we estimate total capex by memory makers will decline 33% YoY in 2023F, 
followed by only 20-30% growth in 2024F. The capex growth of SK Hynix in 2024F 
should be the highest, while Micron’s capex growth could fall short of peer average, 
primarily because the two have very different plans to invest in high bandwidth 
memory (HBM). In the meantime, investment in DDR4 node migration and capacity 
expansion has remained limited, and thus manufacturers are unable to keep reducing 
production costs of legacy nodes, and have to wait until more significant product price 
hikes in 2H24F to turn profitable and resume capacity utilization. 
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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. 
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