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Sales hit a record high     

   Event 

January-August sales came in at NT$32.8bn, up an impressive 48.7% YoY and 4.1% above 
the pre-pandemic peak in January-August 2019. 

Impact 

YTD sales above pre-pandemic level. January-August sales totaled NT$32.8bn, up an 
impressive 48.7% YoY and 4.1% above the pre-pandemic level in January-August 2019. 
Significant sales growth was due to explosive demand for post-pandemic travel. In 1H23, 
daily ridership averaged 170-180k trips, 13.7k train services were provided per quarter, 

and the loading factor was 69-70%, all higher than pre-pandemic levels in the same period 
of 2019. September and November are slow months, but the Moon Festival and National 

Day holiday in September and October, coupled with the traditional peak month of 
December, will sustain monthly sales during the September to December period at 

NT$4.0-4.2bn. Thus, the market expects sales growth of nearly 38% YoY in 2023 to 
NT$49.3bn. 

2024F sales growth of 3-5%. Although 2023 sales will likely hit a record high, sales are 
expected to grow 3-5% in 2024 due to the following: (1) primary ridership comes from 
business travel, home-bound trips, tourism, and commuting. With the economy picking up 
YoY in 2024F, business and home-bound travel will grow. In addition, the company has 
been increasing promotional programs to spur tourism. All this will boost daily average 

ridership by 3-5% YoY next year; (2) although the first set of carriages of the 12 sets 
ordered will not be delivered until the end of 2026, the company will increase capacity by 

3-5% per year in 2024-26 via the addition of non-reserved carriages during peak hours, 
increasing train services on a non-regular basis, more seasonal train services, increasing 

long-term train services, and postponing/increasing train schedules, as well as adding 
three-shift maintenance groups. 

Operating profit to rise on economies of scale. In 1H23, sales and net profit were a 
respective NT$24.5bn and NT$3.75bn, up 56% and 349% YoY, for EPS of NT$0.67. On 
continued sales growth in 2H23F, 2023F consolidated sales will grow 32-33% YoY. The 

effect of economies of scale will boost operating margin to 43-44%. Despite the amount 
earmarked for the Equalization Fund will be higher HoH in 2H23, 2023F net profit will hit 

NT$8.3-8.4bn, for EPS of NT$1.20-1.30. 

Valuation & Action 

Business has returned to the pre-pandemic peak YTD. 2024F sales will grow 3-5%. Shares 
are trading at 23-25x 2023F EPS, versus the historical band of 14-35x. 

Risks 

Ridership recovery is 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.  


